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PREFACE 


The following document contains the full official English text of 
the agreement for the settlement of the reparations question signed 
in Paris, June 7, 1929. This has been prepared with historical and 
explanatory introduction by Dr. Leon Fraser, Paris representative 
of the Agent General for Reparation Payments, whose direct connec- 
tion with the Dawes reparation settlement and with all the events 
leading up to what is known as the Young Plan has given him 
unusual qualifications for making this study. 

NIcHOLAS MurrAY BUTLER 


New York, August 29, 1929. 
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THE REPARATION SETTLEMENT, 
SIGNED JUNE 7, 1929 
with 
HISTORICAL AND EXPLANATORY INTRODUCTION 


By Dr. Leon Fraser 
Formerly the General Counsel of the Dawes Plan 


FOREWORD 


At Paris, on April 9, 1924, there was signed the Report of the 
First Committee of Experts, of Allied and American nationality, 
appointed by the Reparation Commission in connection with an 
examination of the resources and capacity of Germany to make 
reparation for war damage. This Report is popularly known as 
“The Dawes Plan.’”’ At Paris, on June 7, 1929, there was signed 
a Report of a new Committee of Experts, of Allied, American, and 
German nationality, appointed for the purpose of drawing up pro- 
posals for a complete and final settlement of the reparation problem, 
in pursuance of the decision reached at Geneva by the Representa- 
tives of the principal Allied Powers and of Germany on September 
16, 1928. This Report is popularly known as “The Young Plan.” 
The complete official English text of the latter plan is contained in 
the pages that follow. This prefatory note gives the sequence of 
certain determinative events which led up to the appointment of 
the new committee and resulted in the unanimous signature of their 
Report; and it summarizes the salient features of the new plan by 
comparison with the Dawes Plan, which it was intended to supplant. 

The advent of the Dawes Plan, recommended by the First Com- 
mittee of Experts in 1924, brought a new spirit into the approach 
to the reparation question and a different manner of handling a 
problem which had harassed Europe since the Great War. In the 
place of chaotic controversies, political invective, inter-Allied dissen- 
tion and distrust, unscientific and unreasonable a priori judgments, 
backed by militaristic processes resorted to while Germany, as an 
economic productivity, was swiftly and surely wasting away, the 
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Dawes Plan substituted an orderly economic and financial system 
constructively and peacefully applied, built upon time-worn econom- 
ic realities and progressively adapting itself to financial experience. 
Under the changed system of the Dawes Plan, Germany while 
bearing heavy burdens and discharging them with punctual loyalty 
has, notwithstanding, progressed from a state of economic prostra- 
tion to a condition of a wholesome anda relatively high general 
economic level. ‘‘We have approached our task,” said the Dawes 
Experts, ‘‘as business men anxious to obtain effective results. We 
have been concerned with the technical, and not the political, as- 
pects of the problem presented to us.”’ 

The Dawes Plan during the five years of its existence has been 
administered in this same objective business spirit that recognizes 
facts to be facts and proceeds accordingly, and to this consistent 
scientific attitude, preserved in the application of the Plan, has been 
due, in large measure, its admitted success. The reader who desires 
to follow the development of this experiment in public finance and 
to study the consequent gradual up-building of German economy 
will find the story told with clarity and completenessin the successive 
semi-annual and annual Reports of the Agent General for Reparation 
Payments. 

If the Dawes Plan has worked satisfactorily in practice, has regu- 
larly produced reparation payments in large and increasing amounts 
for the benefit of the Allied and Associated Powers, and simultane- 
ously has aided in the financial reconstruction of Germany, then 
why was well enough not left alone instead of laboriously elaborating 
a substitute plan? The answer was given over five years ago by 
the First Committee of Experts itself when the Committee wrote 
at the end of the first Part of its Report: 


We would point out finally that while our plan does not, as it 
could not properly, attempt a solution of the whole reparation 
problem, it foreshadows a settlement extending in its application 
for a sufficient time to restore confidence, and at the same time 
is so framed as to facilitate a final and comprehensive agreement 
as to all the problems of reparation and connected questions as 
soon as circumstances make this possible. 


The tense atmosphere of the days of the Ruhr occupation and 
the acute state of political passions, national and international, 
which prevailed when the foregoing words were written were hardly 
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conducive to long-range, definitive adjustments of delicate and diffi- 
cult international problems. The existing political situation forced 
the Dawes Experts to present a report containing one remarkable 
omission. As business men approaching a financial task this deliber- 
ate omission in dealing with the task must have shocked their com- 
mon sense; and it was doubtless a contributing reason for the inser- 
tion of the following sentences: ‘‘We have recognized indeed that 
political considerations necessarily set certain limits within which 
a solution must be found if it is to have any chance of acceptance. 
To this extent, and to this extent only, we have borne them in mind.” 

The remarkable omission consisted in fact that while the Experts 
told the world what amounts Germany could and would pay on rep- 
aration account, year by year, they did not state how many years 
the payments were to run. The Report having been accepted, 
the annuities therein fixed, or at least so much of them as was con- 
tributed from the German Budget, would, in legal contemplation, 
continue in perpetuity and Germany, however much she might 
pay, would never be free of her reparation debt. No plan of Financial 
Experts with so striking a lacuna, permitting such monstrous re- 
sults, could in the very nature of things be more than provisional, 
as its authors themselves were the first to announce. This situation 
alone, not to speak of other provocative factors such as the incom- 
patibility of permanent foreign supervision over a developing 
sovereign nation honorably meeting its obligations, made necessary 
and inevitable an alteration in the Dawes Plan when the appro- 
priate hour should come. The real question in the minds of prac- 
tical men was not whether the Plan should be amended, but who 
should take the leadership in determining when the time was ripe 
for change, and in aiding to ripen it, and who, while the Dawes 
Plan was working smoothly and with satisfaction should make bold 
to disturb the intellectual placidity of the creditor Governments, 
contentedly receiving substantial monthly payments from Germany, 
human enough to put stiff problems off until the morrow, and not 
too anxious to be reminded that the full reconstruction of Germany, 
which is but a component part of the larger achievement of the full 
reconstruction of Europe, including the economic restoration of the 
principal Allied nations themselves, could not be attained by a pro- 
crastinating policy of international drift. 

This necessary leadership was quietly taken by an impartial inter- 
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national authority, Mr. S. Parker Gilbert, Agent General for Repara- 
tion Payments, who had administered the Dawes Plan since its in- 
ception, save for a period of two months at the beginning when Mr. 
Owen D. Young acted as Agent General, ad interim. The immediate 
historic genesis of the Young Plan is to be found in the following 
excerpt from the conclusion of the third annual Report of the Agent 
General for Reparation Payments, dated December 10, 1927: 


The Experts looked upon the protected system established 
by the Plan as a means to meet an urgent problem and to 
accomplish practical results. The only alternative to it is 
the final determination of Germany’s reparation liabilities, on 
an absolute basis that contemplates no measure of transfer 
protection. The Experts did not indicate when in their opinion 
such a settlement would become possible in fairness to the 
interests of all concerned. That would indeed have been beyond 
their power to foresee; but they did describe the Plan as provid- 
ing “‘a settlement extending in its application for a sufficient 
time to restore confidence,’’ and they felt that it was ‘‘so 
framed as to facilitate a final and comprehensive agreement 
as to all the problems of reparation and connected questions 
as soon as circumstances make this possible.” . . . As 
time goes on, and practical experience accumulates, it becomes 
always clearer that neither the reparation problem, nor the 
other problems depending upon it, will be finally solved until 
Germany has been given a definite task to perform on her own 
responsibility, without foreign supervision and without transfer 
protection. This, I believe, is the principal lesson to be drawn 
from the past three years, and it should be constantly in the 
minds of all concerned as the execution of the Plan continues 
to unfold. 


This simple statement of the obvious, first received in the inter- 
national world as if it were a sensational pronouncement, and first 
giving rise to all sorts of erroneous speculation as to supposed oc- 
cult meanings, set in motion those forces of reflective thought and 
persuasive action which, thanks to continuous sympathetic stimulus, 
ultimately led to the convocation of a new committee of Experts. 
It was necessary for Mr. Gilbert again to re-emphasize realities in his 
subsequent semi-annual Report dated June 7, 1928, which concluded 
with these words: 

I believe, as indicated in the Conclusions to my last Report, 


that from both standpoints the fundamental problem which 
remains is the final determination of Germany’s reparation 
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liabilities, and that it will be in the best interests of the creditor 
Powers and of Germany alike to reach a final settlement by mu- 
tual agreement ‘‘as soon,” to use the concluding words of the 
Experts, ‘‘as circumstances make this possible.” 


Coincidently with the regular September meeting of the As- 
sembly of the League of Nations at Geneva in 1928, the Representa- 
tives of the Governments of Germany, Belgium, France, Great 
Britain, Italy, and Japan reached an agreement on “the necessity 
for a complete and definite settlement of the reparation problem 
and for the constitution for this purpose of a committee of financial 
Experts to be nominated by the six Governments.’’ The resolu- 
tion was as sudden as it was laconic, and before the Powers pro- 
ceeded to carry into execution so vital a decision it was but natural 
that they should state their respective positions concerning the 
indispensable desiderata which, in their view, any definitive solu- 
tion should satisfy, and it was more particularly natural that they 
should weigh with attentive care the terms of reference to the pros- 
pective independent committee in order to fix its mandate and to 
limit its sphere of recommendation. On December 22, 1928, Monsieur 
Raymond Poincaré, acting for France and also for the other prin- 
cipal creditor powers, and Herr von Hoesch, the German Ambassa- 
dor in Paris, acting for his Government, reached agreement upon 
the content of the Terms of Reference of the Committee; and prior 
thereto the principal creditor Governments had notified Germany 
through diplomatic channels that a final fixation of the reparation 
debt would have to provide funds sufficient to offset their own ex- 
ternal war debts and some surplus toward the cost of reparation 
of war damage. Germany, on its part, had answered that it did not 
desire to pre-judge the result of the labors of the Experts and that 
it reserved its position with the further comment that a final settle- 
ment of the reparation question would only be possible if the settle- 
ment permitted Germany to fulfill her obligations from her own 
economic strength and without endangering the standard of living 
of the German people. The agreed Terms of Reference read: 

The Belgian, British, French, German, Italian and Japanese 
Governments, in pursuance of the decision reached at Geneva 
on September 16, 1928, whereby it was agreed to set up a Com- 
mittee of independent financial Experts, hereby entrust to the 


Committee the task of drawing up proposals for a complete and 
final settlement of the reparation problem. These proposals 
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shall include a settlement of the obligations resulting from the 
existing Treaties and Agreements between Germany and the 
Creditor Powers. The Committee shall address its report to 
the Governments which took part in the Geneva decision and 
also to the Reparation Commission. 


United agreement on the foregoing Terms describing the scope of 
the Committee’s work required weeks of persistent effort. The 
selection of the members of the Committee and the determination 
of how they should be officially appointed required weeks more. It 
was not until February 9, 1929, practically five months after the 
Geneva decision, that the Committee of fourteen members (each 
of whom named an alternate) met for the first time at the Bank 
of France, upon the informal invitation of Monsieur Emile Moreau, 
Governor of the Bank and one of the French members of the Com- 
mittee. The names and nationalities of the other members and of 
the alternates appear in the first Section of the following Report. 
Mr. Owen D. Young, who was one of the Experts of the First Dawes 
Committee, was elected Chairman of the new Committee at its 
first official meeting. Mr. J. P. Morgan was the other American 
member, but neither Mr. Morgan nor Mr. Young represented, or 
was nominated, or was suggested by the Government of the United 
States. They were each invited and jointly appointed by the German 
Government and by the Reparation Commission, acting for the 
principal Allied Powers. 

The moment has not yet come to recount the trying developments 
and dramatic episodes of the ensuing four months during which the 
Committee, their alternates and assistants, toiled beyond measure 
in an effort to reconcile irreconcilable viewpoints and to harmonize 
conflicting economic tenets, all earnestly held and zealously main- 
tained. But through the maze of analysis and argumentation, 
vigorous assertions concerning the undemonstrable and lively de- 
bates over the unprovable, there finally emerged a unanimous Re- 
port, agreed to by Allied and German Experts alike, and containing 
recommendations for a complete and final settlement of the repara- 
tion problem. The prophecy of the Dawes Report that their Plan 
foreshadowed a final and comprehensive agreement had come to 
pass, and the unceasing efforts of Mr. Gilbert to bring about change 
and progress had reached fruition. At six o’clock in the afternoon of 
June 7, 1929, the weary independent Financial Experts signed their 
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unanimous proposals and left the fate of them to the political action 
of twelve governments—that of Germany, the debtor, and those 
of the eleven creditor Powers receiving reparation payments. Only 
the English master text and the French translation were actually 
executed, but it was agreed that official German and Italian versions 
would be drafted and that all four languages, for purposes of inter- 
pretation, would be treated as authentic and binding. 

In presenting the complete official English text of the Report with 
all its annexes, there is little point in attempting to summarize it 
because the main part of the Report is itself but a brief summary 
of the Committee’s work and of the Committee’s conclusions. Yet 
it may be useful to compare the principal provisions of the Young 
Report with the principal provisions of the Dawes Report in order 
to underline the salient differences between the two financial sys- 
tems. Such a comparison involves a partial statement of several 
of the fundamental points in each Plan; before proceeding to it 
certain preliminary comments may be permitted: 

Annex VI to the present Report refers to the claim of the Belgian 
Government against Germany arising out of the seizure of Belgian 
francs during the occupation of Belgium by Germany and the sub- 
stitution of German paper marks for the francs sequestered. The 
Annex reveals that at the time the Report was signed this claim had 
not been satisfied and indicates that in the opinion of the Experts 
its adjustment would be necessary, asa practical matter, if the Re- 
port were to become operative. The Belgian and German Govern- 
ments on July 13, 1929, reached an agreed settlement of the mark 
controversy which had been outstanding, recurrent, and bitter ever 
since the Great War. In doing so, they eliminated what seemed to be 
the principal impediment to the universal acceptance of the Young 
Plan. Bound with the Report, but not a part of it, nor an annex 
thereto, appears a Concurrent Memorandum signed by ten of the 
fourteen Experts, dealing with the annual amount of the “outpay- 
ments” of the creditor Powers, i.e., the net aggregate of their re- 
spective war debt payments to Great Britain, to France, and to the 
United States, and discussing what relief should be given to Germany 
on reparation account if these outpayments should be modified 
during the next half century. Neither the Japanese nor the American 
Experts participated in this special proposal regarding intra-European 
adjustments. Annex I of the present Plan contains its true kernel 
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and its novel and constructive contribution to international thought 
and international financial life—the outline of a Bank for Interna- 
tional Settlements. 

It is in the new Bank that one finds an outstanding difference 
between the Young proposals and the Dawes Plan. Here we have 
something new in international affairs, capable of beneficent useful- 
ness in a world where the capitalistic system is the predominant 
economic foundation, affording a vehicle for continuously closer 
international cooperation in the economic and financial order, and 
constituting an additional instrumentality among the various forces 
already making for international conciliation and pacification. The 
Dawes Plan contained nothing that was internationally new except 
an exceedingly convincing and all-embracing way of stating the 
truisms of world economics and of public finance. The sources of 
Germany’s payments suggested by the Dawes Experts had all been 
suggested long before by the Germans themselves in written offers 
which also contained the same proposals for securing these payments, 
such as the Railway and the industrial mortgages. The recommenda- 
tions for balancing the German Budget and stabilizing the currency 
followed time-honored and conventional lines. Indeed, no magic 
invention could have obtained these indispensable ends. The much- 
heralded Transfer Committee, designed to protect the German ex- 
change and to regulate the flow of reparation payments and trans- 
fers, was in reality an adaptation of a similar organism already in 
being in connection with the stabilization of the currency of Hungary 
under the aegis of the League of Nations. And the supervision and 
control of several of the phases of Germany’s finances and of impor- 
tant German assets under the general direction of the Agent General 
for Reparation Payments, supplemented by the five Commissioners 
and Trustees, was but a much enlarged edition of the type of foreign 
control of sundry national resources of a debtor country which had 
frequently been hitherto in vogue, particularly as an incident of 
the collection of large international loans. To say that the Dawes 
Plan contained no striking novelty is not to disparage it but merely 
to recognize a fact which leads to the recognition of the further fact 
that the Young Plan, from the philosophic point of view, presents 
a departure because, in addition to accepting past experience as a 
guide to future developments, the Plan launches out on an unbeaten 
path and offers us an unprecedented medium of harmonious world 
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cooperation in the International Bank. The outline of the Bank, 
especially as regards its many permissive functions outside the 
strict reparation field, deserves thoughtful study; and the Bank’s 
unfolding future will be attentively followed by every earnest in- 
ternationalist. It will be a curious irony of history if out of the mire 
of the savage reparation controversy there should finally grow and 
flourish a beneficent product efficiently promoting world solidarity. 

The other essential respects in which the Report of the New Com- 
mittee of Experts represents an advance upon and alterations of the 
Plan of the First Committee of Experts may now be summarized 
as follows: 

1. The number of annuities payable by Germany which was 
left indeterminate and seemingly infinite by the Dawes Report is 
now specified at 59. This number (the first annuity comprises only 
seven months) was fixed in consequence of the standard length of 
the inter-governmental war debt settlements. Germany has not 
assumed these war debts, nor are her payments co-extensive with 
their total. The amount and the duration of the war debt payments 
was merely one of the elements in arriving at the minimum which 
the Allied Powers could accept as partial satisfaction of their repara- 
tion claims on account of the vast war damage. 

2. The amount of the annual payments is reduced from the 
standard sum provided by the Dawes Plan, i.e. 2,500,000,000 gold 
marks per annum, plus a variable resulting from an Index of Pros- 
perity, to anannuity which commences at 1,707.9 million Reichsmarks 
and progresses slowly toward a maximum of 2,428.8 million Reichs- 
marks in 1965-66, with an average for the first thirty-seven years 
of 2,050.6 million Reichsmarks. This reduction permitted the release 
of two of the sources of the payments for the Dawes annuities, the 
Transport Tax and the Industrial Charge. But these smaller annui- 
ties are due in foreign currencies (except so much as may be required 
in Reichsmarks during the first ten years for the financing of the 
diminishing programme of deliveries in kind from Germany to the 
Allies, or for other purposes of expenditure in Germany), whereas 
the larger Dawes payments were all due in Reichsmarks. 

3. There is a radical mitigation in the extent and nature of the 
securities demanded for the payments to be made. The mortgage 
created pursuant to the Dawes Plan on the German Railway system 
in an amount of over $2,500,000,000 is wholly lifted against the 
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substitution of an annual tax upon the Railway for a period of thirty- 
seven years. The general mortgage upon German industry in an 
amount of over $1,000,000,000 is also wholly lifted without the 
requirement of any alternative security or payments whatsoever. 
The Plan further recommends the simplification of the administra- 
tion of the five assigned revenues in every way consistent with the 
full security of the German External Loan 1924 which constitutes 
a first charge upon them. 

4. The “controls’’ over Germany’s finances are abolished by 
the suppression of the posts of the Commissioner of the Reichsbank, 
the Commissioner of the Controlled Revenues, the Commissioner 
for the German Railways, and of the two Trustees for the German 
Railway Bonds and the Industrial Debentures, as well as the post 
of the Agent General for Reparation Payments who had recommended 
that Germany be given a definite task to perform ‘without foreign 
supervision.’’ Germany is henceforth to pay her external obliga- 
tions as a free peer among the great powers in the same independent 
way that other major governments discharge their debts. To this 
end, the Reparation Commission, a constant reminder of the after- 
math of the war, will have no further functions with regard to Ger- 
many in the execution of the Young Plan. To the extent that 
some intermediate organ is necessary between the creditor Govern- 
ments and Germany in receiving and distributing the annuities and 
to the extent that the Reparation Commission and the officials of 
the Dawes Plan require any replacement, this need will be satisfied 
by the Bank for International Settlements, upon the Board of 
Directors of which Germany will have representation. 

5. The transfer provisions of the Dawes Plan, pursuant to which 
the task of effecting reparation payments and transfers to the Allies 
out of the Reichsmark sums paid by Germany was the responsibility 
of an Allied body. are discontinued and the Transfer Committee is 
abolished. Germany is left to discharge her external obligation 
“fon her own responsibility.’’ Under the Young Plan there is re- 
tained, however, a modified form of protection which Germany can 

only herself invoke. Upon her own motion the debtor nation is 
entitled to declare a partial moratorium of transfer for_a period of 
two years, in which event a Special Advisory} Committee shall 
investigate the position and render a report to the Governments and 
to the International Bank. The essence of the change in the Young 
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Plan is that the responsibility for making transfers and of stopping 
them rests exclusively with Germany whereas formerly it rested 
almost entirely with the Allies. 

6. The new annuity is divided into two portions whereas the 
former annuity was a single unit with a uniform legal status. The 
new annuity consists of a sum of 660 million Reichsmarks which 
Germany must pay each year, under all conditions, and without the 
privilege of declaring a moratorium with respect to this amount. 
All the balance of the annuity is subject to a moratorium for two 
years as regards its payment in foreign currencies and at the expira- 
tion of the first year of the moratorium even the internal Reichsmark 
payments may be arrested. The Young Plan is less advantageous 
to Germany in that under the Dawes scheme, with a unified annuity, 
the transfer of all reparation payments might be stopped, but it is 
more advantageous in that under the Dawes Plan the internal 
Reichsmark payments could not be arrested until a period of approxi- 
mately two years of transfer moratorium had elapsed. 

7. The Young Plan at last makes possible the unfulfilled hope of 
nearly all the reparation creditors, entertained since the Treaty of 
Versailles—the mobilization of some portion of Germany’s debt for 
war damage. While the first Plan afforded bonds aplenty, the limita- 
tion in the Plan that no sums (save the absolute prior service of the 
German External Loan 1924 which was issued to complete the 
stabilization of Germany’s currency and to permit the inception of 
the Dawes Plan) could be transferred out of the annuity into foreign 
currencies if the stability of the German exchange, in the opinion of 
the Transfer Committee, might be endangered thereby constituted 
a limitation which rendered the sale to the public of the Railway and 
Industrial bonds a practical impossibility. No investor purchases a 
bond with advance knowledge that the interest upon it, or even the 
repayments of principal, may be interrupted at any time, without 
notice. The stipulation of the Young Plan that out of the new an- 
nuities approximately $150,000,000 per annum shall be uncondi- 
tionally paid in foreign currencies in monthly instalments for 
thirty-seven years provides a dependable fund which can be capi- 
talized and which will be adequate to meet the service of as many 
reparation bonds as are likely to be sold or converted within a 
measurable time. 

The Report of the Committee of independent financial Experts 
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contains still further modifications of its predecessor, but the fore- 
going changes are the dominant ones. They represent improvements, 
progress, new evidences of growing international good faith and 
further corrections of the war psychology, as was indeed to be ex- 
pected as the great conflict receded another five years and as the 
operation of the Dawes Plan demonstrated that common sense and 
business administration could be applied even to the liquidation of 
a world combat. Whether the Young Plan, if finally put into execu- 
tion by the Governments concerned without fundamental alteration, 
will make a like contribution to the continuing reconstruction of 
Germany and of Europe and to the forces of international reason and 
conciliation which has been made by the Dawes Plan, coming experi- 
ence and experience alone will reveal. Without awaiting for the 
proof of that experience, the writer of this foreword already believes 
that it will. 
LEON FRASER 

August 27, 1929. 
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REPORT OF THE COMMITTEE OF EXPERTS 


We transmit herewith to the Governments which took part in the 
Geneva decision and to the Reparation Commission our proposals 
for a complete and final settlement of the reparation problem, 
including the settlement of the obligations resulting from the existing 
Treaties and Agreements between Germany and the Creditor Powers, 
and we unanimously recommend the following Plan to the Govern- 
ments concerned. 


PART 1.—APPOINTMENT, TERMS OF REFERENCE 
AND CONSTITUTION 


This Committee originated with the decision taken by the Belgian, 
British, French, German, Italian and Japanese Governments to 
entrust to independent Experts the task of drawing up proposals for 
a complete and final settlement of the reparation problem. Twelve 
Experts were to be chosen amongst the nationals of countries which 
participated in this decision, and two amongst the nationals of the 
United States of America. Each of the Experts invited was em- 
powered to appoint an alternate. 

The appointments of the invited Experts as Members of the 
Committee were made according to the following procedure: 

The Belgian, British, French, Italian and Japanese Experts were 
appointed by the Reparation Commission upon the nomination of 
their respective Governments. 

The German Experts were appointed by the German Government. 

The Experts being citizens of the United States of America were 
appointed by the Reparation Commission conjointly with the 
German government. 

The mandate of the Committee of Experts thus formed is set 
forth in the following terms of reference: 

“The Belgian, British, French, German, Italian and Japanese 
Governments, in pursuance of the decision reached at Geneva on 
September 16, 1928, whereby it was agreed to set up a committee 
of independent financial Experts, hereby entrust to the Committee 
the task of drawing up proposals for a complete and final settlement 
of the reparation problem. These proposals shall include a settle- 
ment of the obligations resulting from the existing Treaties and 
Agreements between Germany and the Creditor Powers. The Com- 
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mittee shall address its report to the Governments which took part 
in the Geneva decision and also to the Reparation Commission.” 
The Committee was constituted with the following membership: 


Belgian Experts: 
M. Emile FRANcouI, 
M. Camille GutTrt. 
Alternates: 
Baron TERLINDEN, 
M. H. Fasri. 
British Experts: 
Sir Josiah Stamp, G.B.E., 
Lord REVELSTOKE, G.C.V.O. 
Alternates: 


Sir Charles Appis, K.C.M.G., 
Sir Basil BLacketTT, K.C.B., 
Ae. 


French Experts: 
M. Emile MorgEau, 
M. Jean PARMENTIER. 


Alternates: 


M. C. Moret, 
M. Edgar ALLIx. 


German Experts: 


Dr. Hjalmar SCHACHT, 
Dr. A. VOEGLER. 


Alternates: 
Dr. C. MELCHIOR, 
Herr L. Kast . 
Italian Experts: 
Dr. Alberto PIRELLI, 
M. Fulvio Suvic#. 
Alternates: 
M. Giuseppe BIANCHINI, 
M. Bruno DoLcetta. 
Japanese Experts: 


Mr. Kengo Mor, 
Mr. Takashi AOKI. 


Alternates: 
Mr. Saburo Sonopa, 
Mr. Yasumune MatTswvl. 
American Experts: 
Mr. Owen D. Younc, 
Mr. J. P. MorGan. 
Alternates: 


Mr. Thos. N. PERKINS, 
Mr. T. W. LAmont. 


We have to record our deep sense of regret at the death of Lord 
Revelstoke, which took place suddenly at an early hour on Friday, 
April 19th. By his untimely removal from our counsels we suffered 
the loss of one whose unfailing tact and wisdom had gained the 
affection and respect of all of us and contributed greatly to our 
progress. In honour of his memory all meetings were suspended 


[22] 


445 


until Tuesday, April 23rd. On April 20th, the Reparation Commis- 
sion unanimously passed a resolution “‘deploring the death of Lord 
Revelstoke and instructing the General Secretary to convey an ex- 
pression of sympathy to the Committee of Experts on the loss of 
their distinguished colleague.’’ 

In a separate communication the Reparation Commission advised 
the Committee that they had: ‘ Unanimously appointed, on the 
nomination of His Britannic Majesty’s Government, Sir Charles 
Addis, K.C.M.G., to be a member of the Experts’ Committee in 
succession to the late Lord Revelstoke.” 

On May 23rd the Committee were advised that the German Govern- 
ment had appointed Herr L. Kastl to be a member, in the place of 
Dr. Voegler, of whose resignation the Committee had learnt with 
regret on the previous day. 


PART 2.—MEETINGS OF COMMITTEE 


The Experts met for the first time informally at the Bank of France 
on Saturday morning, February 9th to fix the date of the first meet- 
ing of the Committee and to discuss matters of organisation and 
procedure. 

The first regular meeting of the Committee was held on Monday, 
February 11th, at 2 o’clock in the afternoon in the Hotel George V. 
At this meeting Mr. Owen D. Young was unanimously chosen 
Chairman. 

The Committee has been in continuous session over a period of 
some seventeen weeks. Sub-Committees were set up as required 
for the study of particular questions, and met frequently in the 
intervals between the Plenary Sessions. 


PART 3.—ATTITUDE OF THE COMMITTEE 


The Report of the Dawes Committee opened with the following 
words: 

“We have approached our task as business men anxious to obtain 
effective results. We have been concerned with the technical, and 
not the political aspects of the problem presented to us. We have 
recognised indeed that political considerations necessarily set cer- 
tain limits within which a solution must be found if it is to have any 
chance of acceptance. To this extent, and to this extent only, we 
have borne them in mind.” 
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It is in this spirit that the present Committee have addressed 
themselves to the task of rounding off the work of their predecessors 
which was advisedly left incomplete. By determining the number 
and amount of the annuities and by providing for the conversion 
of the reparation debt from a political to a commercial obligation, 
they have to the best of their ability tried to perform the task com- 
mitted to them of devising a scheme which might fairly be accepted 
by all parties concerned. 

Throughout our deliberations and in our present proposals we have 
endeavoured to reach our conclusions on economic and financial 
grounds. But we have realised, like our predecessors, that political 
factors necessarily set certain limits within which a solution had to 
be found if our proposals were to secure acceptance. We had therefor 
to base our decisions not only on economic, but also to some extent 
on political considerations. Many important juridical questions 
are also involved, and while as financial Experts we are not specially 
qualified for going into details on them, their broader aspects have 
been always in our minds. Indeed it has been clear to us that close 
attention to them would have made our handling of the larger ques- 
tions well-nigh impossible; but the Committee is satisfied that the 
scheme it recommends is within its terms of reference. 

The meeting of the present Committee of Experts marks the first 
occasion on which representatives of all the six nations chiefly 
concerned (together with American Experts) have sat down together 
to work out on a large scale the common problems of reparations, 
and to co-operate in exploring the various means by which Germany 
could be enabled to discharge her obligations. 

The Dawes Report made no attempt to establish the causes 
leading up to the situation which its provisions sought to ameliorate. 
In adhering to this precedent we have attempted to go further, and, 
through the proposed creation of the machinery which we recom- 
mend, to set up an institution whose direction from the start shall 
be co-operative and international in character, whose members shall 
engage themselves to banish the atmosphere of the war, to obliterate 
its animosities, its partisanships, its tendencious phrases, and to 
work together for a common end in a spirit of mutual interest and 
goodwill. 
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PART 4.—THE STUDY OF GERMANY’S ECONOMIC 
CONDITIONS 


During the course of its deliberations the Committee have given 
close consideration to the various aspects of Germany’s present 
economic position and future potentialities, because of their material 
relation to her capacity to discharge obligations to foreign Creditors. 

The Committee had among their number six members of the Dawes 
Committee of 1924, whose contact with this aspect of the subject 
was obviously at that time close and responsible. Further, the 
Committee includes several who have been associated with the 
practical working of the plan. These members have naturally had 
an unusual and continuous interest in the course of events unrolled 
during the past five years. 

Furthermore, the periodical reports made by the Agent General 
and Trustees and Commissioners upon the working of the Dawes 
Plan and the reports of the Reichsbank itself have given compre- 
hensive reviews of Germany’s position and development. The body 
of knowledge so available and the public interest and discussion it 
has stimulated have been of the greatest assistance to the Committee. 

Moreover, they have been specially assisted by the able and lucid 
descriptions of the present economic condition of Germany and the 
possibilities of German development which have been made by the 
German Experts, who were well fitted by their respective positions 
in Germany to give, in combination, an impressive review of the 
subject. The considerations put forward by them in our numerous 
discussions and in answer to the questions addressed to them have 
been a constant and powerful influence in leading us to our 
conclusions. 

The German Experts have given the Committee complete informa- 
tion as to the demands for foreign capital made by German economy 
during recent years, and as to the items which in their opinion coun- 
teracted this: external assets of Germany, reconstitution of the 
stocks and of the machinery of the country. The productivity of 
capital thus invested has been discussed by the Committee, who have 
also considered the comparison between the fiscal burdens and the 
burdens of public debt in Germany and in other countries. 

The German Experts have also made statements before the Com- 
mittee as to the present state of German industry and agriculture, 
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the general level of wages, the budgetary situation, the balance of 
payments, the financial effect of compensation to her nationals, the 
influence upon her trade of Customs barriers abroad, and the special 
situation of an industrial country such as Germany which has had 
to reconstitute her working capital, and at the same time assume 
the burden of heavy international obligations. 

The German Experts laid stress on the question of natural resources 
available to Germany, whether within her borders or not, and on 
Germany’s capacity to pay as affected thereby. 

These statements have been present in the consideration of the 
Experts and in a large measure their conclusions have been influenced 
by them. 

It is unnecessary for us to set out the various considerations of an 
economic character which have led to our conclusions on the capacity 
of Germany to transfer. We believe that in the scale of annuities 
and the conditions recommended we have given proper regard to 
the potentialities of all the economic conditions and financial forces 
normally and naturally involved. We believe further that, in arrang- 
ing for a part of the annuity to carry rights of postponement and 
for impartial enquiry, we have provided for the possibility of meeting 
any abnormal or special difficulty arising which might seriously 
affect Germany's capacity for a time, despite all that might be done 
by Germany’s goodwill and ingenuity to meet such difficulty, without 
having recourse to an altogether exceptional but nevertheless very 
valuable expedient. 

As a substitute to the present system of transfer protection with 
its semi-political controls, its derogation from Germany’s initiative, 
and its possible reactions upon credit, we are recommending a scheme 
of annuities appreciably smaller than the Dawes obligations and 
subject to new and elastic conditions, which are described at length 
in the succeeding chapters of the present Report. As an internal 
burden to be borne by annual taxation the scheme we propose is 
materially less; it is closely assimilated to commercial and financial 
obligations; it carries with it welcome freedom from interference 
and supervision and it is provided with adequate safeguards against 
any period so critical as to endanger Germany’s economic life. 
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PART 5.—COURSE OF THE PROCEEDINGS 


The Committee addressed themselves, at the outset, to the 
essential task before them, namely, to determine the number and 
amount of the annuities to be paid by Germany; but they soon found 
the amounts were to a considerable extent contingent upon the 
machinery and form of payment, and therefore that they were 
not at that stage ready to reach a conclusion either as to the amount 
of the annuities or the number of years during which they should 
continue. Moreover, if Germany were to be given a definite task to 
perform on her own responsibility, and if the Committee were to 
substitute for many of the features of the Dawes Plan machinery 
of a non-political character in the realm of general finance, it was 
clearly necessary to elaborate a system for handling the annuities 
in a way which so far as it led to their commercialisation would 
remove them from the sphere of inter-governmental relations. In 
the first instance, some time was occupied by the Committee in 
hearing the statements from the German Experts on German 
economic conditions and the outlook for the future, so far as they 
affected Germany’s capacity to pay obligations in foreign currencies. 
It then became known that the German Group felt that the ability 
of Germany to undertake a definite annuity obligation might vary 
according to the other provisions comprised in the Committee’s 
recommendations, and in particular according to whether the 
annuity was entirely unconditional or whether some portion of it 
was payable under arrangements for postponement in the event of 
financial and exchange difficulties. The idea was also put forward 
that if such a situation arose, it was desirable for it to be immediately 
considered by an appropriate non-political committee, acting in an 
advisory capacity to the Powers concerned and meeting unostenta- 
tiously without waiting to be constituted by the lengthy process of 
diplomatic action. It was quickly realised that since the amount 
of the burden which Germany could agree to accept was directly 
related to such concomitant conditions, these conditions must 


be first explored. 

At the same time, the possibility of accepting smaller annuities 
than those fixed under the Dawes Plan was admittedly dependent 
upon the certitude and ease with which the Creditors could com- 
mercialise the obligations under non-political conditions. 
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The arrangements that have been in force under the Dawes Scheme 
for liquidating a part of the annuity by means of deliveries in kind 
required consideration from two points of view: 

(a) the substitution for the existing methods of a more elastic 
machinery which, as the Dawes Committee recommended, should 
be non-political ; 

(b) the gradual termination of the system at the earliest moment 
consistent with existing relationships and with the interests of 
Germany, whose economic life has been during the past few years 
gradually adapted to them, and who would feel herself prejudiced 
in an economic sense by their too sudden termination. 

The enquiries upon these subjects were found to be converging 
upon one central point, viz., the nature of the authority which 
should act as the chief medium for discharging the various functions 
under a new plan. 

In the exploration of the problem of substituting authority of 
an external, financial and non-political character for the present 
machinery and controls of the Dawes Plan (viz., the administra- 
tion of the Agent General and of the various Commissioners in Berlin, 
and those functions of the Reparation Commission which were in- 
volved), they immediately met with the necessity for a Trustee to 
whom the payments in foreign currencies and Reichsmarks should 
be made by Germany, and by whom the distribution to the appro- 
priate recipients should be managed. 

In the second place, the problems of mobilisation and commerciali- 
sation demanded a common centre of action and authority for the 
purpose of co-ordinating and controlling the arrangements, and 
there were obvious advantages in such an authority being of a 
continuous or permanent character. 

In the third place, the continued existence of deliveries in kind 
necessitated special machinery of direction and control, at any rate 
for a period of years. 

They had already considered the desirability of an advisory com- 
mittee which could take any necessary action in connection with 
the declaration of a postponement on the postponable part of the 
annuity. A permanent central authority might include among its 
functions the convening of such an advisory body, international in 
character and existing as a constituent part of this central authority, 
to consider the situation which had brought about the necessity for 
a postponement, or the situation which a postponement itself created. 
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Again, the possibility that, either exceptionally or regularly as 
part of the plan, obligations would be discharged in marks within 
Germany, necessitated a financial authority to arrange for the dis- 
position of such funds or assets in the interests of the Creditors, by 
arrangement with the Reichsbank or other German authority. 

Moreover, in so far as the task of transferring the payments into 
foreign currencies involved, besides a restriction of imports, an ex- 
tension of German export trade, we envisaged the possibility of a 
financial institution that should be prepared to promote the increase 
of world trade by financing projects, particularly in undeveloped 
countries, which might otherwise not be attempted through the 
ordinary existing channels. 

These several considerations led the Committee to the elaboration 
of a plan for a Bank for International Settlements, which should, 
in its various functions, meet all these points. The outline of this 
scheme is given in Part 6 and Annex I. 

It will be seen that the essential reparation functions of the Bank 
were such as to form a solid reason for its existence; but the Commit- 
tee were led inevitably, to add to those reasons the auxiliary, but 
none the less material advantages that it might have in the general 
position of present international finance. 

Just as it had been difficult at the outset to table and discuss a 
precise programme of annuities under a new system until such a 
system were agreed in outline, because the amounts were them- 
selves dependent upon that system, so at this point in the discussions 
it became difficult for various members to form definite opinions 
and commit themselves on all details as they were elaborated in the 
new system, until a clearer idea of the obligations that would be under- 
taken by Germany under that scheme had been obtained. Without, 
therefore, having resolved all points of doubt on the new system 
or done more than sketch it in broad outline, they found that the 
moment had arrived when the discussion of figures became possible 
and necessary. 

At this stage the following broad principles were understood to 
be likely to find their way into any final settlement: 

1. A division of the annuity into an unconditional and a post- 
ponable part; 

2. The necessity for continuing deliveries in kind for a few years; 

3. The arrangement of suitable conditions for the postponable 
part in times of exceptional difficulty. 
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In order to put the question into concrete terms, memoranda were 
tabled by the Chairman, by the Experts of the four chief Creditor 
Countries and by the German Experts. A considerable time was 
spent in discussing these proposals without agreement being reached. 
Finally the Chairman prepared a new and independent plan in which 
these divergent views were brought closer together. The main fea- 
ture of his plan wasanaverageannuity of 2,050.6 million Reichsmarks; 
and, subject to certain reserves as to the matters of detail, this figure 
was accepted by the entire Committee as the basis of further dis- 
cussion, and led to the unanimous recommendations now put for- 
ward. Among those reserves is the question of the settlement of the 
Belgian Mark claim which the Committee had continually in con- 
templation and the unanimous agreement upon which is to be found 
in Annex VI. 


PART 6.—BANK FOR INTERNATIONAL SETTLEMENTS 


A. GENERAL REASONS FOR THE CONSTITUTION OF AN 
INSTITUTION WITH BANKING FUNCTIONS 


A general plan for a complete and final settlement of the repara- 
tion problem, being primarily financial in character, involves the 
performance of certain banking functions at one or more points in 
the sequence between the initial payment of the annuities and the 
final distribution of the funds. A banking institution designed to 
meet these requirements justifies and makes logical the liquidation 
of all political controls and provides instead machinery essentially 
commercial and financial in character, which carries with it all the 
support and at the same time all the responsibilities that economic 
engagements imply. The process of removing the reparation 
problem from the political to the financial sphere which was begun 
in the Dawes Plan will thus be carried a step further. 

In general terms, the institution will take over such functions of 
the existing agencies as it may be necessary to continue and will 
perform the whole work of external administration such as the 
receipt ’and distribution of payments and the commercialisation 
of those parts of the annuities which are susceptible of being 
commercialized. 

The operations of the institution will be assimilated to ordinary 
commercial and financial practice. Its organisation will be outside 
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the field of political influences and its powers and facilities will be 
sufficiently broad to enable it to deal freely and promptly with the 
problems involved in the settlement of Germany’s obligations. The 
institution will be equipped with machinery which will provide an 
elastic element between the payments to be made by Germany and 
their realisation. In consequence, the Creditors will have further 
assurance that the effects of economic changes on the flowof payments 
will be minimised, and Germany for her part will have the possibility 
of assistance during temporarily unfavourable conditions. 

It is obviously desirable, in the interest of obtaining results with 
the greatest efficiency, not to limit unduly the functions of the in- 
stitution. The character of the annuities and the magnitude of the 
payments to be transferred over the exchanges provide at once the 
opportunity and the need for supplementing with additional facilities 
the existing machinery for carrying on international settlements, and 
within limitations of the sound use of credit, to contribute to the 
stability of international finance and the growth of world trade. We 
consider that by judicious non-competitive financial development 
the Bank should prove a useful instrument for opening up new fields of 
commerce, of supply and of demand, and will thus help to solve 
Germany’s special problem, without encroaching on the activities 
of existing institutions. 

In designing the plan for the Bank for International Settlements, 
which is given in outline in Annex I, we were therefore mindful of 
the fact that these new facilities should not supplant, but should 
augment and perfect existing arrangements for carrying through 
international settlements. The Bank will have (a) as its essential 
or obligatory functions those which are inherent in the receipt, 
management and distribution of the annuities, and (b) as its auxiliary 
or permissive functions those which evolve more indirectly from the 
character of the annuities. There is no hard and fast line between 
the two sets of functions, because the first lead naturally into the 
second. 


B. ORGANISATION OF THE BANK 


In view of the part which the Bank will have to play in the general 
interest it is advisable to place the control of its management in the 
hands of the central banks, since these are the organisations respon- 
sible in each market for the convertibility of the national currencies 
and the control of credit. 
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At the time of the Bank’s constitution the capital will be geo- 
graphically distributed in such a way as to associate in the Bank's 
working and in its development all the countries interested in the 
reparation settlement and all the financial markets which may 
subscribe to the Bank’s issues. 

Provision is made for the utilisation of the net profits of the 
Bank, due allowance being made for the payment of cumulative 
dividends in the capital stock, to create suitable reserve funds. Pro- 
vision is also made, in case Governments or central banks make long- 
term deposits with the Bank, whereby they shall share propor- 
tionately in the remainder of the profits, after the requirements on 
account of dividends and the reserve funds have been covered. 

Inasmuch as its international basis is an essential feature which 
distinguishes the institution from all others, it has no single fiscal 
allegiance and it is desirable that in its movements in the various 
national markets it should not be hampered or restricted by con- 
siderations of relative fiscal burdens. It is therefore recommended 
that the Governments of the countries concerned enter into a 
convention for the avoidance of double and triple taxation of the 
Bank along the following lines: 

(a) the funds and investments of the Bank to be freed from 
national taxation at the point where they derive interest, income and 
profit; 

(b) all individuals and corporations receiving profit, interest or 
income from the Bank to be fully liable thereon to such taxation as 
such individuals and corporations would attract if the profit, interest 
or income were derived from any other source. 

1. Capital.—On the formation of the Bank its authorised capital 
will be in the equivalent of $100,000,000. The entire amount will 
be issued but only 25 per cent of each share shall be called up, until 
the Board of Directors decides on a further call. The allocation of 
shares by countries is provided for in Section II of Annex I. The 
shares will carry no voting rights; but voting rights corresponding 
to the number of shares first issued in each country will be exercised 
by the central bank of that country in the general meetings attended 
by representatives of those banks, taking the place of general meet- 
ings of shareholders. 

2. Administration.—The entire administrative control of the 
Bank will be vested in the Board of Directors. The functions of a 
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Director of the Bank are incompatible with those involving national 
political responsibilities, and the statutes of the Bank will make the 
necessary provision in order to avoid such conflict of functions. All 
the Directors and candidates shall be ordinarily resident in Europe, 
or shall be in a position to give regular attendance at meetings of 
the Board. 

The Governor of the central bank of each of the seven countries 
to which members of the present Experts’ Committee belong, or his 
nominee, will be entitled to be a Director of the Bank ex officio. 
Each of these Governors may also appoint one Director, being a 
national of his country and representative either of finance or of 
industry or commerce. During the period of the German annuities 
the Governor of the Bank of France and the President of the Reichs- 
bank may each appoint, if they so desire, one additional Director 
of his own nationality, being a representative of industry or com- 
merce. These fourteen (or, as the case may be, sixteen) Directors 
will elect not more than nine additional Directors from lists furnished 
by, and which may include, the Governors of central banks in other 
participating countries. 

If in the process of organising the Bank or in the performance of 
its functions after establishment, it is found that the central bank 
of any country or its Governor is unable to act officially or unofficially 
in exercising the functions, authorities or privileges accorded to central 
banks under the Plan, or refrains from doing so, alternative arrange- 
ments not inconsistent with the laws of that country will be made. 
These alternative arrangements are outlined in Section XII of 
Annex I. 

3. Distribution of profits.—The profits shall be divided in accord- 
ance with the provisions contained in Annex I. 


C. GENERAL OBSERVATIONS ON THE BANK 


The foregoing outline of the functions and organisation of the Bank 
for International Settlements, together with the fuller presentation 
of the Bank Plan in Annex I, largely speaks for itself. It remains, 
however, to point out certain advantages which the Bank offers as 
against the existing reparation procedure, advantages which accrue 
both to Germany and to the Creditor Countries, because the Bank 
in putting the payments on a business basis makes their receipt the 
more certain and facilitates their movement. 
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The new facilities introduced by the Bank are in addition to the 
provisions given elsewhere in the Plan, whereby Germany is entitled 
to declare a postponement of transfer. They are rather in the nature 
of forestalling circumstances which might of themseives lead to a 
transfer postponement. These measures of prevention are of two 
general sorts: first, the Bank may employ its power of giving 
credit to arrange temporary assistance in transferring the annuities; 
second, the Bank will be in a position, in agreement with the Reichs- 
bank, to invest in Germany Reichsmarks currently accruing to its 
account at the Reichsbank. This measure to the extent to which 
it may be utilised will return to the German economy a portion of 
the annuity, and through the Bank’s credit mechanism provide the 
foreign exchange with which to pay the current allotments to the 
Creditors on account of the annuity. The application of either or 
both of these measures is prompt and decisive, and they operate in 
advance of the time when difficulties present themselves rather than 
afterwards, and serve to ease any strain until such time as the dis- 
count rate and other corrective measures have had opportunity to 
exert themselves. 

It is not to be assumed that these two measures should be reserved 
for emergency use. The use of the Bank’s credit by central banks 
within moderate limits and over short periods may in time become 
a normal function scarcely different in its exercise from the use of 
central bank credit by banks and bankers. All central banks, for 
ordinary exchange operations or for other purposes, would frequently 
find it advantageous to make use of the facility. The second meas- 
ure, that of investing within Germany some portion of the annuity 
receipts, should also find its uses in normal times. Both measures 
are necessarily limited by the funds which the Bank will have at its 
disposal and by the requirement that it maintains its liquidity at 
all times. 

These are instances of the Bank’s utility to Germany. They also 
illustrate the flexibility which the Bank’s facilities give to the handling 
of the disbursements to the Creditors. Further instances of joint 
benefit may be briefly indicated. The Bank will be able to give 
short term and intermediate credit to purchasers of deliveries in kind, 
notably for the construction of public works on delivery-in-kind 
account. Intermediate credit operations need not be restricted, 
however, to any one country or to the purchase of any one country’s 
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goods. On the contrary, it would be desirable to broaden such opera- 
tions in the interest of world trade to the extent that the Directors of 
the Bank approve. Asa stabilising factor in the foreign exchanges its 
advantages are obvious; and if in due time the arrangements pro- 
vided for an international settlement fund are put into effective 
operation, the Bank should go far to eliminate the costs and risks 
now incurred in the shipping and re-shipping of gold. 

The Bank excludes from its procedure all political influences, and 
business principles and practice intervene to facilitate the settlement 
of Germany’s obligations without in any way qualifying her in- 
dependent and sole responsibility. The Office for Reparation Pay- 
ments and its associated organisations in Berlin will be retired, and 
the Reparation Commission’s relations with Germany will be ter- 
minated. Germany will assume the responsibility for raising and 
transferring the annuities, and the Bank takes over the work of their 
receipt and disbursement. 

As already stated, the Bank is so designed as not to interfere with 
the functions performed by existing institutions, but it is to create 
for itself supplementary functions in a special field of its own. To 
this end every care should be exercised in the organisation and ad- 
ministration of the institution. 

In the natural course of development it is to be expected that the 
Bank will in time become an organisation, not simply, or even pre- 
dominantly, concerned with the handling of reparations, but also 
the furnishing to the world of international commerce and finance 
important facilities hitherto lacking. Especially it is to be hoped 
that it will become an increasingly close and valuable link in the 
co-operation of central banking institutions generally—a co-operation 
essential to the continuing stability of the world’s credit structure. 


PART 7.—THE INFLUENCE OF THE FORM OF THE 
ANNUITY ON THE AMOUNT 


We are proposing a series of total annuities which should be paid 
with the regularity of the coupons of ordinary marketable bonds. 
But it is well recognised that to the economy of every country there 
may possibly come at some time or other a year of stress and diffi- 
culty. To make the economic scope of such a period the determinant 
of the maximum capacity in the ordinary course would be to fix a 
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sum quite unacceptable to the Creditors and an unreliable test of 
normal capacity to pay. It would be like fixing the standard of 
physical effort expected from a workman in his years of health and 
strength by what he is capable of doing in his occasional weeks of 
illness. 

While our proposals have made full allowance for all normal and 
long run considerations, it is possible that over exceptional and short 
periods the natural adjustment we contemplate might be insufficient. 
We have accepted the argument of the German Experts that in 
undertaking a responsibility of this character identical in its nature 
with the solemn covenants of a debtor on a commercial and financial 
basis Germany is well advised to consider carefully what are the 
limits of the burden which are possible for her final acceptance. We 
have therefore fully respected their scruples as to the undertakings 
they are prepared unconditionally to sign and have introduced a 
feature which can act as a safety valve in time of difficulty, viz.: 
a right of postponement on Germany’s initiative of the transfer 
(and, to a less degree, of payment) of a portion of the annuity. The 
range between the two figures (the unconditional portion and the 
total annuity) is not to be taken as evidence of doubt as to Ger- 
many’s capacity of transfer (or of payment); it represents rather 
the concession that has been made to the honourable determination 
of the German Experts not to make themselves unconditionally 
responsible for any obligation which they are not certain is within 
their power of performance in all circumstances. It is, however, to 
be emphasised that the total amount of the annuity proposed, while 
being far from covering the claims set forth by the Creditors, is one 
which they have every reason to believe can in fact be both paid and 
transferred by Germany. The fact that part of it is postponable 
obviates the danger of being above Germany's capacity to transfer 
in a period of difficulty, and it was the recognition of this principle 
which was one of the factors enabling the German Experts to accept 
this scheme as an alternative not inconsistent with their original 
ideas. 

In recommending that the system of deliveries in kind should be 
continued for a limited period and in decreasing amounts, we recog- 
nised, as is pointed out in Part 8 (f) of this Report, the necessity for 
maintaining a transitional period so that all shock to existing 
economic conditions in Germany should be avoided. Germany’s 
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power to transfer is thus maintained unimpeded by the friction 
of sudden changes in trade conditions. 


PART 8.—ANNUITIES 


The Committee recommends that: 


(1) The Governments shall fix the exact date of termination of 
the Dawes Plan and the substitution therefor of the new Plan. In 
fixing such date, the Governments should bear in mind that this 
Committee’s calculations were made on the basis that the Dawes 
Plan would cease on August 31, 1929, and the new Plan commence 
on September I, 1929. 

In case the Governments should fix a date later than September 
I, 1929, it is recommended that financial adjustments shall be made 
so that the basis of payments provided for under the new Plan shall 
nevertheless commence as of September 1, 1929, and the basis of 
payments provided for under the Dawes Plan should cease as of 
August 31, 1929. 

(2) Payments under the Plan of the Dawes Committee should 
continue until the end of the present scheduled year, that is to say, 
August 31, 1929. 

(3) The new Plan should go into effect September 1, 1929, with 
the value of the 37 annuities of 1,988.8 million Reichsmarks until 
March 31, 1966, the payments for the Dawes Loan to be added. 

(4) Payments to be made under the Dawes Plan, during the five 
months period preceding September 1, 1929, after allowing for the 
Dawes Loan, should be treated as payments necessary to cover the 
requirements of the Creditor Nations during this transition period, 
including outpayments for the year ending March 31, 1930. 

Should there remain any surplus after meeting the foregoing 
requirements, the question of disposing of such surplus, as well 
as all matters and expenses in connection with the transition from 
the operation of the existing arrangements to the new Plan shall 
be settled and adjusted between the Governments. 

(5) In order that the new annuities shall coincide with the 
German fiscal years, the schedule of payments to be made by Ger- 
many on and from September 1, 1929, will be as follows: 
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7 months... 


36 German 
Fiscal years' 





... Ist Sept. 
1st April 











| 


MILLION R. M. 


742.8 
ae 1,707.9 
ea 1,685.0 
ee 1,738.2 
a 1,804.3 
wee... 322. 1,866.9 
oge6.i 1,892.9 
SOR. fon" 1,939.7 
ISB. 1,977.0 
1939...... 1,995.3 
1940...... 2,042.8 
S068 Fe i AN 2,155.5 
198M. 5.0 2,180.7 
GG. EN 2,198.0 
SORE. Fd 2,194.3 
eed 2,207.5 
1946...... 2,203.8 
MPT) ii. 2,199.5 
| ee 2,215.2 
ee 2,210.0 
CORR. 24 i. 2,316.8 
BOGE i 2,359.2 
eee 2,343-2 
SOG Hi 2h 2,346.2 
WOGGis fe 2,353-3 
Se 2,364.6 
5996 2.00% 2,359.8 
SO67 i 0% 2,354.2 
a 2,361.8 
BESO OS 2,393.8 
8960. ..... 2,370.6 
Seer 2,380.5 
SO i ee 2,398.3 
rgGG OO... 2,390.2 
eee 2,402.6 
UGE Bos 2. 2,402.1 
i ae 2,428.8 


1 Constant annuity 37 years corresponding to 1,988.8, Dawes Loan to be added. 
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Thereafter there remains the following schedule of payments to 
be made by Germany, subject to the special provisions dealing with 
these years: 
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Out of the above annuities the following amounts shall be un- 
conditional, i.e., payable without any right of postponement of any 
kind in foreign currencies by equal monthly instalments, viz.: 660 
million R. M. per annum, to include whatever amounts are required 
for the service of the German External Loan 1924. 

The remainder of the annuity shall be payable in foreign currencies 
by equal monthly instalments, but subject to the conditions as re- 
gards postponement of transfer and of payment set out in Annex IV 
of this Plan. 

The German Government undertakes for the purpose of the present 
provisions, as well as for the general purposes of the Plan, that the 
Reichsmark shall have and shall retain its convertibility into gold 
or devisen as contemplated in Section 31 of the present Reichsbank 
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Law, and that for these purposes the Reichsmark shall have and 
shall retain a mint parity of 1/2790 kilogram of fine gold as defined 
in the German Coinage Law of August 30, 1924.! 

For the purpose of paragraph 4 above, the outpayments for the 
year ending March 31, 1930, are as follows: 


EQUIVALENT 

IN MILLIONS OF R. M. 

Ng eg emng iy. NER iol at, aa ae: eS oe ie 
NNR Fc glare 8 Wd we ae ee Le FR ee a 
ES 55. gx Mew = Ge, 6 ree ae LER GS 0 
NE a. 5) Ser” AUG. x A. wo 6 ewe ee 23.4 
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> i claiguckiocg “CL By oe wah: a oA Me” ae RRM a 5.9 
Re! ol) Sg nego rip ates de cay ae A ee 5.3 
ln Sy i. Re ie tie eg Wy: feo ct Sia es 7.2 
pO SD eee eee 


Provision is made in Section XI of Annex I whereby a percentage 
of the Special Reserve Fund accumulated in the Bank shall be placed 
at Germany’s disposal, if required, towards meeting the last 22 an- 
nuities payable under the above scale. 

In calculating the above annuities we have taken into account the 
expenditures devolving upon Germany during the period of the 
new Plan such as were covered by the Dawes Plan. However, we 
have not included the costs of Commissions and the current ex- 
penses of Occupation as they are to continue only until a date to be 
fixed by the Governments. The necessary arrangements for their 
payment should be made by the Governments in connection with the 
adoption of the new Plan. 

Apart from the foregoing, we recommend that, as from the date of 
the putting into force of this Plan, Germany’s previous obligation 
shall be entirely replaced by the obligation laid down in this Plan, 
and that the payment in full of the proposed annuities in accordance 
with this Plan should be accepted by the Creditor Powers as a final 
discharge of all the liabilities of Germany, still remaining undis- 
charged, referred to in Section XI of Part I of the Dawes Plan, as 
interpreted by the decisions already given by the Interpretation 


1 Attention is called to the letter from the President of the Reichsbank given in Annex 
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Tribunal set up under the London Agreement of August 30, 1924. 
That Tribunal should be retained in existence and any dispute that 
may arise between Germany on the one side and the Creditor Govern- 
ments, or any one of them, or the Bank, on the other side, as to the 
extent of these liabilities or as to any other question of the inter- 
pretation or application of this plan should be referred to it for final 
decision. 

In the course of their proceedings the Experts of the principal 
Creditor Powers have also dealt with the question of the distribu- 
tion of these annuities among the Creditor Powers. Their recom- 
mendations, drawn up after careful examination of the existing 
distribution arrangements and of other relevant considerations laid 
before them and with due regard to the rights and equities of the 
other countries! having a share in the Dawes annuities, are set 
out in Annex VII which they consider an inseparable part of the 
present Report. 


COMPOSITION OF THE ANNUITIES 
8 (a) Source and Securities. 


1. The annuities are to be derived from two sources: 


(1) the German Railway Company; 
(2) the Budget of the Reich. 


The Committee, after a careful examination of the proposals put 
forward by the German Experts, were of the opinion that the annui- 
ties recommended by them should not be drawn wholly from the 
German Budget, but that one source of payment utilised by the 
Dawes Plan, viz.: the Railway Company, should be maintained. 
We desire to make it clear, however, that the retention of a contribu- 
tion from the Railway Company is recommended not only from the 
point of view of security but also as a suitable method of raising the 
necessary revenue. 

We have also considered the position with regard to the assigned 
revenues, and having regard to the fact that these revenues are 
pledged as collateral security for the service of the German External 
Loan of 1924, we feel it is impossible to recommend the release there- 
of. Nevertheless we are of opinion that it would be suitable for the 
German Government to discuss with the Trustees for the Bondholders 

1 Greece, Portugal, Poland, Roumania, Serbia, Japan and the United States of America. 
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of that Loan the possibility of simplifying as far as possible the 
existing machinery, and that the Creditor Governments for their 
part should accept a similar arrangement. The effective security 
of the Creditor Governments should be substantially that indicated 
in Annex III (Section III). 

Apart from these special questions, the Committee desires to 
record its view that the basis of security for the payment of the an- 
nuities is the solemn undertaking of the German Government, to 
which no further guarantee can add anything whatsoever. 

The Committee accordingly recommends that the Creditor 
Governments should take steps to release all controls, special securi- 
ties, pledges or charges which may remain in their hands other than 
those specifically referred to above, and should recognise that their 
acceptance of the solemn undertaking of the German Government 
replaces any securities, pledges, charges or controls as may now 
exist. 

2. The contribution from the German Railway Company.—Under 
the German Railway Law of August 30, 1924, enacted in accordance 
with the Dawes Plan, the German Railway Company is subject to 
a mortgage for eleven milliard gold marks, in favour of the Trustee 
for the German Railway Bonds, and has issued to him a bond for 
eleven milliard gold marks. This bond bears interest at 5% per 
annum and carries a cumulative sinking fund of 1% per annum, 
which first became operative on September 1, 1927; interest and 
sinking fund being guaranteed by the Government of the Reich. 

This Plan contemplates the abolition of the Railway Bonds, to- 
gether with the attendant circumstances of foreign participation in 
the management of the Railway, and substitutes a contribution from 
the Railway Company, as set out in the following paragraphs: 

The Railway Company shall be under an obligation to pay for 
37 years a direct tax, comprising if necessary the transport tax, to 
an annual amount of 660 million R. M., being equal to the annual 
amount of the non-postponable annuity. This tax shall be imposed 
by German legislation, and the receipts therefrom guaranteed by 
the German Government. The Railway Company shall deposit 
with the Bank for International Settlements a certificate acknowledg- 
ing its liability in respect of this obligation. 

The amount payable shall be raised from the gross revenues of 
the Company, ranking after the expenditure on personnel, and on 
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the same footing with expenditure on material and consumable 
stores. It shall enjoy priority over any other tax now levied on the 
Railway Company, or which may be levied in the future, and shall 
rank prior to any other charge, by way of mortgage or otherwise, 
on the Company. It shall be paid direct by the Railway Company 
to the account of the Bank for International Settlements at the 
Reichsbank in instalments as laid down in Part 8. 

The foregoing conditions shall be incorporated in the Law govern- 
ing the Railway Company. 

It shall be one of the duties of the Organisation Committee pro- 
posed in Annex V of this Report to make suitable provision whereby 
the private and independent character of the German Railway Com- 
pany, including its autonomous administration in economic, financial 
and personnel matters shall continue for the period of the Plan 
without interference from the German Government. 

3. The Transport Tax.—In addition to the 660 million gold 
marks now payable directly by the Railway Company, the Dawes 
Plan requires a contribution to the standard annuity of 290 million 
gold marks out of the actual yield of the transport tax. This tax 
is imposed by the German Government and the German Railway 
Company collects it for the Government. The total yield of the 
transport tax, now considerably in excess of 290 million gold marks 
appears among the receipts of the Budget of the Reich, and the 
contribution of 290 millions appears among its expenditures. Under 
this Plan the direct tax on the Railway Company comprises if neces- 
sary the transport tax which is otherwise relieved from any special 
charge on account of reparations. 

4. The charge on German Industries—Under the Industrial 
Charges Law enacted in accordance with the Dawes Plan, bonds 
aggregating five milliard gold marks have been issued in respect of 
the German industries by the Bank for German Industrial Deben- 
tures to the Trustee for the German Industrial Debentures, These 
bonds bear interest at 5% per annum and carry a cumulative sink- 
ing fund of 1% per annum which first became operative September 
I, 1927, principal, interest and sinking fund being guaranteed by 
the Government of the Reich. The present contribution to the 
annuity from the Industrial Debentures thus amounts to 300 million 
gold marks. 

This particular charge in no way differs from ordinary taxation, 


C43 ] 








466 


save in the complications it involves in legislation and the machinery 
of collection. We recommend that it be discontinued and that its 
disappearance be taken into account in distributing the relief from 
taxation which this Plan will enable the German Government to 
bring into effect. 

5. The charge on the Budget of the Reich.—Under the Dawes Plan, 
the contribution from the Budget of the Reich in the fifth or current 
annuity year amounts to 1,250 million gold marks, or one-half of 
the total standard annuity. This contribution is a charge on the 
Budget as a whole specifically secured by the assignment of the 
revenues from customs, beer, tobacco, sugar and alcohol to the 
Commissioner of Controlled Revenues. These revenues are paid by 
the Collecting Offices directly into the account of the Commissioner 
at the Reichsbank. As early as practicable in each month, out of 
the funds accumulated in his account, the Commissioner pays into 
the account of the Agent General at the Reichsbank one-twelfth 
of the annual contribution from the budget and hereafter in each 
month the revenues are automatically transferred by him to the 
account of the German Government at the Reichsbank. Under this 
Plan the procedure to be followed will be worked out in detail, by 
the appropriate organisation committee proposed in Annex V, regard 
being had so far as necessary to the arrangements which may be 
accepted by the Trustees of the 1924 Loan. 

As the amount contributed by the German Railway continues for 
37 years at the fixed level of 660 million R. M. a year, the charge on 
the Budget of the Reich varies with the total amount of the annuity. 
In the second year it stands at the figure of 1,136,400,000 R. M., and 
rises to a maximum of 1,768,800,000 R. M. in the 37th year. There- 
after the contribution from the Railway Company ceases, the an- 
nuity falls sharply and the Budget contribution covers the whole 
of the German liability for the remainder of the Plan. 

The average increase in the budgetary contribution during the 
first 20 years is about 24 million R. M. annually, or about .24 of 
1% of the total revenues of the Budget of the Reich, which at present 
are just under ten milliards. This moderate and gradual increase 
in the budgetary contribution under the definitive settlement Plan 
ought to be met in ordinary years without recourse to additional 
taxation. Indeed the substantial reduction of the budgetary con- 
tribution as compared with the Dawes Plan makes possible an im- 
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mediate resumption of the tax reduction programme which has been 
in progress since 1924. The Committee hope that such further tax 
reductions coupled with a definitive reparation settlement will give 
a strong stimulus to saving and thereby materially assist in the 
internal formation of the new capital which Germany still requires. 


8 (b) Progression 


The authors of the Dawes Plan believed that they could count 
upon a certain, substantial and progressive increase in the prosperity 
of Germany, arising not only from the employment of the rapidly 
increasing wealth of that country, but also from the steady progress 
of world prosperity, and this belief found expression in the device of 
an Index of Prosperity. The Plan contemplates that the amounts 
which Germany pays upon a fixed scale shall increase generally 
speaking year by year until 1966, reflecting in some small measure 
this anticipated increase in her prosperity. However, the annuities 
proposed are to start at a level which not only gives immediate and 
important relief to the German Budget, to her exchange position and 
to her need for additional internal formation of capital, as compared 
with the Standard Dawes Annuity of 2,500 million gold marks, 
but also provides the greatest possible assurance that the new 
scheme will function from the beginning without any hitch or 
disturbance. 


8 (c) The Non-Postponable Annuities 


Not the least difficult part of the task was the determination of 
the figure which Germany could immediately undertake as a final 
and unconditional obligation. The point at which difficulties might 
begin to arise in making transfers into foreign currencies is not 
exactly definable in advance; but every care has been taken to be 
so far within this limit as to remove every possibility of the risk of 
error. We recognise that in fixing the figure payable by Germany in 
foreign currencies, without any right of postponement whatever, 
at 660 million R. M., we have taken a conservative amount. But 
we are satisfied that it is wiser deliberately to underestimate than 
to run the slightest risk of weakening German credit by proposing 
a figure which might not command instant acceptance by well- 
informed public opinion. 
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8 (d) The Postponable Annuities 


In addition to the unconditional part of the annuity we propose 
a postponable part, transfer of which may in certain circumstances, 
set out below, be postponed for a period not exceeding two years. 

This postponable part of the annuity is designed to meet the 
situation which might arise in a period of special economic difficulty 
and distress. There will be other ways of meeting such a situation, 
and if they are applied our view is that recourse to this abnormal 
measure will not in fact prove to be necessary. Nevertheless as an 
additional precaution it is valuable to Germany, and provides, 
by its very existence, a safeguard against the dangers which too 
rigid a framework might have called into existence. 


8 (e) Measures of Safeguard 


The essence of the additional margin of safety given to a part of 
the annuities lies in the power to postpone transfer. We are recom- 
mending, in order to protect Germany against the possible conse- 
quence of a comparatively short period of depression, which might, 
for internal or external reasons, put such a severe strain on the 
exchanges as would make the process of transfer abroad dangerous, 
that the German Government should have the right, on giving 
ninety days’ notice, to postpone transfers for a period not exceeding 
two years under conditions set out in Annex IV. During the period 
of postponement, the liability of the German Government with 
regard to the sums affected would in the first instance be limited 
to payment in Reichsmarks to the account at the Reichsbank 
of the Bank for International Settlements; under certain conditions 
part of this payment may also be withheld. 

Upon the declaration of any postponement the Bank for Inter- 
national Settlements shall convene the Special Advisory Committee. 
At any other time when the German Government declare to the 
Creditor Governments and to the Bank for International Settle- 
ments that they have come to the conclusion in good faith that 
Germany’s exchange and economic life may be seriously endangered 
by the transfer in part or in full of the postponable portion of the 
annuities, the Committee shall also be convened. 

Upon being convened the Special Advisory Committee shall 
forthwith consider the circumstances and conditions which have led 
up to the necessity for postponement, or have created a situation 
in which Germany considers that her exchange and economic life 
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may be seriously endangered by further transfers of the postponable 
portion of the annuity, and make a full investigation of Germany’s 
position in regard to her obligations under this Plan. 

In their report to the Governments and to the Bank, having (in 
case of a postponement of transfer) satisfied themselves that the 
German authorities have used every effort in their power to fulfil 
their obligations, they shall indicate for consideration by the Govern- 
ments and the Bank what in their opinion are the measures that 
should be taken in regard to the application of the present Plan. 

It shall further be the duty of the Bank during a postponement of 
transfer to direct, in conjunction with the Reichsbank, the employ- 
ment of the Reichsmarks paid to its account at the Reichsbank by 
the German Government (See Section VI of Annex I to this Report). 

The following paragraphs sketch the organisation of the Special 
Advisory Committee of the Bank for International Settlements 
referred to in the preceding paragraphs: 

1. The Committee shall act in a purely consultative capacity. 
Its findings shall have no effective force unless confirmed and 
accepted by the Bank as Trustee of the Creditors, and if necessary 
by the Governments concerned. 

2. The Committee shall play no part in connection with the 
unconditional annuity accepted by Germany and referred to in 
the Plan as the “unconditional annuity.”’ 

3. The Committee shall be convened by the Bank according to 
the rules of its own constitution when notice shall be received from 
the German Government. It shall not be required to meet at any 
other time. 

4. The Committee shall consist of seven ordinary and four co- 
opted members. The ordinary members shall be nominated one by 
each of the following: 

The Governors of: 

the Reichsbank; 

the Banque de France; 

the Bank of England; 

the Banque Nationale de Belgique; 

the Banca d'Italia; 

the Bank of Japan; 

a Federal Reserve Bank of the United States or some other agreed 
American financial institution, 
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in the last two cases such nominee being ordinarily resident in 
Europe or in a position to give prompt attendance on a meeting of 
the Committee being called. These nominees of the Governors of 
the Banks shall not be officially connected with the banking institu- 
tions in question nor with the Government departments of their 
respective countries. After being summoned they may, if they so 
desire, co-opt not more than four additional members with the 
intent that special aspects, whether in finance, exchange, industry, 
etc., of the particular situation in question shall be represented. 
During the course of the proceedings and until the report is made, the 
co-opted members shall be equal in all other respects to the ordinary 
members but they shall thereafter be discharged from office. 

5. The Committee may proceed by way of hearing evidence 
or asking for documents, as it may desire, but the President of the 
Reichsbank and / or any other person nominated by the German 
Government may appear before or submit to the Committee the 
reasons for which a postponement has been declared or measures 
are desirable as indicated above. 

The Committee shall neither grant nor refuse a postponement. 
After making enquiry, it shall report to the Governments and the 
Bank as indicated above. 

6. Unless otherwise arranged by consent the expenses of 
the Special Advisory Committee shall be borne by the German 
Government. 


8 (f) Deliveries in Kind 


The system of deliveries in kind under the Dawes Plan has come 
to play an important role in the economic life of Germany. We would 
not suggest the unlimited continuation of this system, which is 
open to many objections of a practical as well as a theoretical na- 
ture. We have felt however that its immediate cessation would 
not be in the interests of Germany or of the Creditor Powers, and 
that it would impose difficulties upon the export trade of Germany 
which might be injurious to her capacity to transfer. We therefore 
recommend that the principles of the Dawes Plan with reference 
to deliveries in kind should continue in existence for a limited period, 
and that the Creditor Nations should agree for a period of ten years 
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to absorb by this means in respect of each year, a limited and de- 
creasing amount of the postponable portion of the annuity, substan- 
tially in accordance with the following table: 


MILLIONS 
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The foregoing table to be adapted to the actual annuities of the 
new Plan without increasing the total. 

The Creditor Powers by arrangements effected among themselves 
will fix the proportions in the total of each year’s volume of deliveries 
in kind (including deliveries under Reparation Recovery Acts or 
any equivalent system substituted therefor by agreement up to 
23.05% for Great Britain and 4.95% for France of the total amount 
provided for each year) which each of them will receive. 

The Bank for International Settlements shall manage the dis- 
bursements on deliveries in kind account, and in making distribu- 
tions of cash to the Creditor Countries shall have due regard for 
those portions of the annuity which are restricted to payments for 
deliveries in kind. 

The Committee also recommends that new Regulations be adopted 
by the Governments modifying the Wallenberg Regulations to 
conform to the new Plan and so far as practicable simplifying and 
liberalising them. 

The Committee recommends that provision be made in the new 
Regulations permitting the several Powers to dispose of some part 
of their respective quotas of deliveries outside of their own terri- 
tories under suitable restrictions. 

The proposed repartition of the deliveries in kind among the several 
Creditor Powers is contained in Annex VII dealing with repartition 
of the annuities. 
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PART 9.—LIQUIDATION OF THE PAST 


In order to arrive as rapidly as possible at a general liquidation 
of the financial questions raised by the war and the subsequent 
Treaty of Peace, a liquidation which alone can ensure the definite 
return of Europe to normal financial and economic conditions, the 
Committee recommends the clearing up of these questions in a broad 
spirit of mutual concession. 

We understand that a settlement on these lines will render ob- 
solete the accounts between the Reparation Commission and Ger- 
many relating to transactions prior to the period of the Dawes Plan 
together with all accounts involving credits against the original 
capital debt. We are strongly of opinion that these accounts should 
be closed at the earliest moment. 

The Creditor Governments under this Plan will be reducing the 
whole body of their claims arising out of the war or under the Treaty 
of Versailles to a considerable extent. The Experts of the Creditor 
Countries are aware that past transactions have given or may give 
rise to claims by Germany, some of which are still unsettled, and 
while they are not able to go into the merits of these claims, they 
consider that the Creditor Governments are fully entitled to expect 
that Germany should waive them in consideration of the consolida- 
tion of the Creditors’ claims at a reduced figure. Any other course 
would be inconsistent with their intention that, just as the new 
annuities cover all the claims defined in Part XI of the Dawes Plan, 
so they should be paid free of deduction in respect of any past trans- 
actions. The Committee recognises however that this is entirely a 
matter for the Governments to deal with. 

To assure the general confidence indispensable for the successful 
working of this Plan the Committee recommends that the Govern- 
ments make no further use, from the date of the acceptance of this 
Report, of their right to seize, retain and liquidate property, rights 
and interests of German nationals of companies controlled by them 
in so far as not already liquid or liquidated or finally disposed of, 
and that the outstanding questions concerning such property should 
be definitively cleared up within one year after the coming into force 
of this Plan by arrangements between the Governments concerned 
and Germany. This recommendation naturally has no application 
in cases where special settlements have already been made. 
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The acceptance of this Plan necessarily involves the dissolution 
of the joint liability of Germany on the one side with Austria, Hun- 
gary, and Bulgaria on the other side for reparation and therefore 
finally abolishes every obligation present or future in either direction 
which may result between these Powers from this joint liability. 

The Committee recommends in particular that the Creditor Powers 
should abstain from recovering the credits of Germany against her 
ex-allies referred to in Article 261 of the Treaty of Versailles, Ger- 
many for her part renouncing any net balance which might be due 
to her as a result of these credits. 

In their unanimous desire that the remaining financial questions 
arising out of the war should be settled as soon as possible, in order 
to promote the spirit of international harmony and collaboration, 
the Experts unanimously recommend to the Creditor Governments 
that, within the first year of operation of the new Plan, they com- 
plete the work of the Experts’ Committee by dealing with and 
disposing of the claims and debts for ceded properties and liberation 
bonds, held in the hands of the Reparation Commission against the 
so-called Succession States. This question is referred to in Annex 


VII. 


PART 10.—COMMERCIALISATION AND MOBILISATION 


Having recommended the creation of the Bank for International 
Settlements in order to provide machinery for the removal of the 
reparation obligation from the political to the financial sphere, we 
have further considered what procedure is necessary in order to 
assimilate this obligation as closely as possible to an ordinary com- 
mercial obligation (‘‘commercialisation’’). 

Further, certain Governments are known to attach particular 
importance to the possibility of raising money by the issue to the 
public of bonds representing the capitalisation of the unconditional 
portion of the annuity (“‘mobilisation’’). 

It is of course not within our power to advise as to the time at 
which such issues can be made with advantage, or as to the terms 
and conditions on which issues should be made. The arrangements 
to be made would no doubt vary according as, for example, an issue 
is to be made for cash in the general interest of all the Creditor 
Governments, or an internal issue is to be made in one single country 
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by way of conversion of Government Debt. It will be the province 
of the Bank itself to advise upon such matters; but we have thought 
it necessary to advise a framework within which these operations 
may take place. 

This framework is given in Annex III. It provides first that the 
annuities themselves shall be represented by a German Government 
certificate of indebtedness deposited with the Bank, similar to those 
in use in ordinary commercial practice (a proper distinction being 
made in the coupons between the conditional and unconditional 
portions of the annuity). The provisions regarding security are 
given in the Annex, and the conditions in which mobilisable Bonds 
should be created and issued are defined. 

One of the most important provisions of this scheme is that 
annuity moneys should be distributed by the Bank in strict propor- 
tion to the rights of each party—whether Government or bond- 
holder. 

As far as, according to the conditions of the issue, reparation loans 
(general or conversion loans) are subject to an anticipated redemp- 
tion, Germany should be entitled to redeem these loans; the part of 
the annuity destined for the service of the redeemed loan will then 
accrue to her. The wish has been expressed that so far as possible 
reparation loans will not be issued without granting the debtor an 
appropriate right of anticipated redemption. 

We recommend that Germany should also have the right to redeem 
all or any part of not yet mobilised annuities on a basis of 54% 
discount. 


PART 11.—THE NEW PLAN CONTRASTED WITH THE 
DAWES PLAN 


The Dawes Plan, although drawn up at a time of intense crisis, 
has by a test lasting over nearly five years justified by facts the 
postulates on which it was based as regards both the restoration of 
the public finances of Germany and her economic recovery. 

It may be well to summarise briefly the points of advantage— 
whether to Germany or her Creditors—claimed for the new proposal, 
which justify a departure from a scheme that has in the past rendered 
signal service. 

The Plan drawn up by the Committee to afford a definite solution 
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of the reparation question accompanies a reduction in the existing 
obligations of Germany by an essential modification in their financial 
and political status. In so far as the Creditors are relinquishing 
substantial advantages in the face value of payments due under the 
Dawes Plan, they are doing so only by reason of those improvements 
in intrinsic and available values which arise from the practicability 
and certainty of commercialisation and mobilisation within a 
reasonable period and in its attendant financial and economic 
psychology. 

Among the modifications, which are considered specially important 
are the following: 

(1) Fixation of the period and the debt. 

The Dawes Plan imposes in virtue of the Index of Prosperity 
increasing annuities, of which the number is not fixed. The new 
programme indicates a definite number of fixed annuities. 


(2) Disappearance of the Index of Prosperity. 

Only estimates, which vary very widely, of the ultimate effect 
of the Index of Prosperity can at this date be made. But in no 
circumstances could Germany benefit therefrom, and the disappear- 
ance of this element of uncertainty is wholly to her benefit. 


(3) Attainment of financial autonomy. 

Under the Dawes Plan Germany can only obtain the discharge of 
her obligations in marks by the existence of a system of transfer 
protection which involves a measure of external control. This brings 
attendant limiting effects on German credit and financial inde- 
pendence which render difficult, if not impossible, any mobilisation 
of the German debt. The new Plan would be abandoning the 
fundamental purposes for which it was intended if it did not cancel 
this clause and leave to Germany the obligation of facing her engage- 
ments on her own untrammelled responsibility. 


(4) Postponement safeguards. 

Nevertheless, if an exceptional emergency interrupts the normal 
course of economic life to which the scheme is adapted, Germany 
can, on her own initiative, resort to certain measures of temporary 
relief. 

The annuity is divided into two parts, of which one is subject to 
postponement of transfer and payment. Germany will thus be 
enabled under certain circumstances temporarily to relieve her 
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balance of payments, and will in fact enjoy the advantages of a form 
of transfer protection without its attendant limitations. 

(5) Deliveries. 

While the Dawes Plan reluctantly accepted the expedient of 
deliveries in kind, the new Plan, in spite of the desire of the Creditor 
Powers to dispose freely of their shares of the annuities, recognises 
the undesirability of a sudden cessation of the system at present in 
force. The Creditors are therefore to take deliveries in kind for ten 
years, but in decreasing amounts beginning with 750 millions. 

(6) Mobilisation. 

From the point of view of the Creditor Powers an essential feature 
of the new Plan, which induces them to agree to reduction on their 
claims that leave them burdened with a considerable part of their 
expenditure for the damages caused by the war, is the fact that the 
annuity is paid in a form lending itself to mobilisation. 

(7) Financial organisation. 

The organisation and machinery of the Dawes Plan were based 
on the conviction that it must find its proper guarantee in the interest 
of all parties to carry it out in good faith. In aiming as it did at the 
transference of the reparation payments from the political to the 
economic and business sphere, it presumed constant co-operation 
of Debtor and Creditors alike. The new system goes further along 
the same road, replacing the collaboration of separate administrative 
and governmental organisations by common work in a purely 
financial institution, in the management of which Germany is to 
have an appropriate part. The present administrative organisations 
cannot have all the elasticity necessary for banking transactions of 
the magnitude of the payment and transfer of the annuities; but 
the new Bank in close association with the banks of issue and with 
the banking facilities at its command will have all the necessary 
means of effecting these operations without disturbance to the 
German economy or to the economy of other countries. In addition 
it will be in a position to open up to trade new possibilities of develop- 
ment. The operations which it is to undertake cannot be disturbed 
or hampered without irreparable damage to the credit of the countries 
concerned. This assurance should make it possible to limit the 
guarantees established under the present system for the protection of 
the rights of the Creditors to the minimum required for the prompt 
and facile commercialisation of the mobilisable part of the annuity. 
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(8) Summary. 

The proposed Plan continues and completes the work begun by 
the Dawes Plan, which the position alike of Germany and of the 
other countries made it impossible to do more than indicate in 
outline in 1924. By the final reduction and fixation of the German 
debt, by the establishment of a progressive scale of annuities, and 
by the facilities which the new Bank offers for lessening disturbance 
in the payment of the annuities, it sets the seal on the inclusion of 
the German debt in the list of international settlements. If it in- 
volves appreciable reduction of payments to the Creditor Countries 
on what might have been anticipated under the continued operation 
of the Dawes Plan, it at the same time eliminates the uncertainties 
which were inherent in that Plan and were equally inimical to the 
interest of the Debtor and to the Creditors, by substituting a 
definite settlement under which the Debtor knows the exact extent 
of his obligations. 


PART 12.—CONCLUSIONS 


It has been our object to make proposals for financial obligations, 
which, with the conditions and safeguards that accompany them, 
shall be within Germany’s capacity to pay, and we believe that we 
have achieved this purpose. We realise the responsibility of this 
declaration, and we recognise how much depends on the future 
attitude towards one another of the peoples which, by ratification 
of their respective Governments, are to become parties to this 
agreement. For the solution of the reparation problem is not only a 
German task but in the common interest of all the countries con- 
cerned; and it requires the co-operation of all parties. If their atti- 
tude should be tinged with antagonism, even with suspicion, or a 
desire to create or continue one-sided economic discriminations, a 
settlement perfectly feasible with goodwill would sooner or later 
encounter difficulties, so that the long, slow, patient task of recon- 
struction in Europe would be definitely retarded. For without good 
faith and mutual confidence, all agreements, all guarantees are 
unavailing. If, on the other hand, our proposals are adopted with 
goodwill by all concerned, and the rest of the world has confidence 
in the constructive value of this mutual accord, then indeed there 
can be no reasonable doubt that the agreement will be capable of 
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complete fulfilment, and the nations it concerns will be brought 
to a higher level of economic stability and of mutual understanding 
than ever before. 

Finally, we would point out, like our predecessors on the Dawes 
Committee that: 

“We regard our report as an indivisible whole. It is not possible, 
in our opinion, to achieve any success by selecting certain of our 
recommendations for adoption and rejecting the others, and we would 
desire to accept no responsibility for the results of such a procedure 
nor for undue delay in giving execution to our Plan.” 

Paris, June 7th, 1929. 


FRANCQUI. J.C. STAMP. Owen D. YOUNG. 
GUTT. C. ADDIS. J. P. MORGAN. 

E. MOREAU. A. PIRELLI. Thomas N. PERKINS. 
J. PARMENTIER. SUVICH. T. W. LAMONT. 

Dr. Hjalmar SCHACHT. Kengo MORI. 

KASTL. Takashi AOKI. 
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ANNEX I.—SUGGESTED OUTLINE FOR THE 
ORGANISATION OF THE BANK FOR 
INTERNATIONAL SETTLEMENTS 


In Section III of the following outline provision is made for an 
Organisation Committee which will have the duty of putting the 
Bank project into effect. This outline has been drawn up for the 
benefit of the Organisation Committee which will have power gen- 
erally to modify its provisions or to make substitutions for any 
or all of them, provided always that such modifications or sub- 
stitutions shall not be inconsistent with the essential functions of the 
Bank with respect to the Experts’ Plan as a whole. 


I. Purpose, NAME AND LOCATION 


The Bank organised under this Plan shall be known as the “ Bank 
for International Settlements.” 

The purpose of the Bank is to provide additional facilities for the 
international movement of funds and to afford a ready instrument for 
promoting international financial relations. In connection with the 
German reparation annuities, it shall perform as trustee for the 
Creditor Countries the entire work of external administration of this 
Plan, shall act as the agency for the receipt and distribution of 
funds, and shall supervise and assist in the commercialisation and 
mobilisation of certain portions of the annuities. 

It shall be located in a financial centre hereafter to be designated. 
In selecting the country of incorporation due consideration shall 
be given to obtaining powers sufficiently broad to enable it to per- 
form its functions with requisite freedom and with suitable immuni- 
ties from taxation. 


II. SHARE CAPITAL 


The authorised capital of the Bank may be expressed in the 
currency of the country of domicile, and shall amount to the round 
equivalent of $100,000,000. Upon the formation of the Bank the 
whole authorised capital shall be issued, but only 25 per cent of each 
share shall be then paid in. The Board of Directors of the Bank 
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shall have power to call for the payment of further instalments; it 
shall also have the power to authorise an increase or a reduction in 
the total capital stock of the Bank. 

In each country in which the shares of the Bank may be offered 
for sale, the shares shall be issued through the central bank of that 
country or other agency to which the central bank offers no objection, 
In the seven countries to which members of the present Committee 
belong, issues or allocations of shares shall always be made in equal 
amounts. The central banks of these countries, or banking groups 
not objected to by them, shall guarantee the subscription of the 
whole of the first issue in the round equivalent of $100,000,000; but 
they may agree with central banks or groups in other countries 
(particularly those interested in reparations) that an amount of the 
first issue not exceeding the round equivalent of $4,000,000 for each, 
and not exceeding the round equivalent of $44,000,000 in all, may 
be issued in other countries. 

In the event of an increase in the authorised capital and a further 
issue of shares, the distribution among countries shall be decided 
by a two-thirds majority of the Directors of the Bank on the above 
principles. In particular, the percentage of the total shares issued 
in the seven countries first mentioned above shall not fall below 55. 

Apart from countries interested in reparations, only countries 
which have, at the time an offering of shares is made, a currency 
stabilised on a gold or gold exchange basis may participate. 

The shares may be expressed in the currency of the country in 
which the Bank is domiciled and shall state the amount of the share 
at the gold mint parity of the currency of the country in which 
they are issued; they shall be registered and continue to be regis- 
tered, but may be freely negotiated. Transfers of the shares after 
issue shall not affect the voting power reserved to the central banks 
as described below. Payments to the shareholders on account of 
dividends or at the liquidation of the Bank shall be made in the 
currency of the country of domicile. 

The shares shall carry no voting rights; but voting rights cor- 
responding to the number of shares originally issued in each country 
shall be exercised by the central bank of that country in the general 
meetings of the Bank (taking the place of the general meetings of 
shareholders) which the representatives of the participating central 
banks will attend. 
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The shares shall be entitled to participate in the profits of the Bank 
as indicated in the Section “ Distribution of Profits.” 


III. ORGANISATION COMMITTEE 


For the purpose of taking the preliminary steps for putting the 
Bank project into effect a temporary Committee shall be created 
which will be known as the “Organisation Committee.”” This com- 
mittee shall be appointed by the Governors of the central banks of 
the seven countries to which members of the present Committee 
belong. The Governor of each of these seven central banks shall be 
entitled to designate two members of the Organisation Committee 
with due regard for the necessity of including in its membership 
persons versed in banking, the issue of bonds and the work of the 
present Committee of Experts. If for any reason, the Governor of 
any of these central banks shall be unable officially or unofficially 
to designate members of the Organisation Committee or refrains 
from doing so, the Governors of the remaining central banks shall 
invite two fellow-nationals of the Governor not participating, to 
act as members of the Committee. The members thus selected 
shall have in all respects an equal vote in the work of the Committee 
with the members otherwise chosen. The decisions of the Organisa- 
tion Committee shall be taken by a three-quarters vote. 

As an essential part of its work, the Organisation Committee 
shall proceed with drawing up a charter for the Bank, which shall 
be consistent with the provisions of the Plan, and shall take such 
steps as may be necessary to ensure its timely granting or enact- 
ment by appropriate public authorities. 

The Organisation Committee shall, until such time as the Board 
of Directors of the Bank is appointed and takes office, proceed with 
the physical organisation of the Bank. It shall arrange, in accord- 
ance with the procedure prescribed in Section II, for the subscrip- 
tion of the capital stock, and, in accordance with the procedure 
prescribed in Section IV, for the appointment of the Board of Direc- 
tors. It shall call the first meeting of the Board of Directors and 
designate the temporary Chairman to preside at that meeting pend- 
ing the election of the regular Chairman. It shall draw up thestatutes 
for regulating the administration of the Bank and submit them to 
the Board of Directors for consideration. These statutes shall make 
provision for such matters as are usual in banking organisation and 
in particular provide for the following: 
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1. The qualifications for membership on the Board of Directors; 

2. The nature and duties of the permanent committees of the 
Board of Directors, including the Executive Committee; 

3. The administrative departments to be created within the 
Bank; 

4. The time and place of the meetings of the Board of Directors 
and of the Executive Committee; 

5. The form to be used for the convocation of the General Meet- 
ing, as well as the conditions and the methods for exercising voting 
rights on the part of representatives of central banks; 

6. The form of trust certificates which the Bank shall issue to 
the Creditor Governments under the Plan; 

7. Provisions with regard to liquidation of the Bank. 

The Organisation Committee shall co-operate with the organisa- 
tion committees provided for in this Plan. 


IV. DIRECTORATE AND MANAGEMENT 


The entire administrative control of the Bank shall be vested in 
the Board of Directors whose duty it shall be to supervise and direct 
the operations of the Bank and in general so to act as to carry out 
those purposes of the Plan committed to the administration of the 
Bank. In particular, the Board of Directors: 

1. Shall have the right to adopt, modify, limit or extend the 
statutes of the Bank in such a manner as shall not be inconsistent 
with the provisions of the Plan; 

2. Shall have the power generally to modify the provisions con- 
tained in the outline of the Bank’s organisation or to make sub- 
stitutions for any or all of them, provided always that such modifica- 
tions or substitutions shall not be inconsistent with the essential 
functions of the Bank with respect to the Experts’ Plan as a whole 
and with its existing engagements; 

3. Shall appoint the chief executive officer of the Bank, and fix his 
remuneration; 

4. May appoint an Executive Committee and delegate such 
powers to it as may be provided for in the statutes of the Bank; 

5. May appoint advisory committees to deal with any questions 
upon which information or advice is desired. 
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The functions of a Director are incompatible with those involving 
national political responsibilities. The statutes of the Bank shall 
make the necessary provision in order to avoid such conflict of func- 
tions. All the Directors shall be ordinarily resident in Europe or 
shall be in a position to give regular attendance at meetings of the 
Board. 

The Board of Directors shall be made up in the following manner: 


1. The Governor (or, as the case may be, the chief executive 
officer) of the central bank of each of the seven countries to which 
members of the present Committee belong, or his nominee, shall be 
a Director of the Bank ex officio. Each of these Governors shall 
also appoint one Director, being a national of his country and repre- 
sentative either of finance or of industry or commerce. In case the 
Governor of any central bank shall be unable to act either officially 
or unofficially according to the provisions of this paragraph, or re- 
frains from doing so, action shall then be taken in accordance with 
the alternative procedure given in Section XII of this outline. 

2. During the period of the German annuities the Governor of 
the Bank of France and the President of the Reichsbank may each 
appoint, if they so desire, one additional Director of his own nation- 
ality, being a representative of industry or commerce. 

3. The Governor of the central bank of each of the other coun- 
tries participating in the share ownership of the Bank, as provided 
in Section II of this outline, shall furnish a list of four candidates of 
his own nationality for directorships. Two of the candidates on each 
list shall be representative of finance and the other two of industry 
or commerce. The Governors in question may themselves be in- 
cluded in this list. From these lists the fourteen or sixteen Directors 
mentioned in paragraphs 1 and 2 above shall elect not more than nine 
other Directors. 

4. From those first appointed, four groups of five Directors shall 
be chosen by lot; their terms respectively shall end at the close of 
each of the first, second, third, and fourth years from the establish- 
ment of the Bank. Subject to this the term of office of the Directors 
shall be five years, but they may be reappointed. 

5. In case of vacancy in a position on the Board of Directors 
arising from death, resignation or other causes, the vacancy shall 
be filled in the same manner as prescribed for original appointments. 
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If a vacancy occurs before the expiration of a term, it shall be 
filled for the remainder of the term only. 

The Directors shall elect a Chairman annually from among their 
own number. The Chairman’s duties shall be to preside at meetings 
of the Board of Directors. At the first meeting, until the Chairman 
shall have been elected, a member of the Board selected for the pur- 
pose by the Organisation Committee shall act as Chairman. 

The ordinary decisions of the Board, including those involving 
elections, shall be made by simple majority vote. In case of an 
even division the Chairman shall have a deciding vote. For deci- 
sions involving the adoption or amendment of statutes of the Bank, 
modifications or substitutions in the present project for the organisa- 
tion of the Bank, the distribution among countries of additional 
issues of stock in the Bank, or other matters for which the statutes 
of the Bank make appropriate provision, a two-thirds majority shall 
be required. Should a member not be able to attend a meeting of 
the Board, it will always be open to him to empower one of his 
colleagues, by registered letter or by telegram, to vote for him and 
on his behalf. 

If decisions of the Board are disputed on the ground that they 
are inconsistent with the provisions or intent of the Plan, recourse 
may be had to arbitration under the procedures laid down in Part 
8 of the Plan. 

The chief executive officer of the Bank shall select the officers and 
heads of the departments of the Bank. For the latter the appoint- 
ment shall be subject to the approval of the Board of Directors. 


V. Deposits 


The Bank, in carrying out its functions with respect to the facilita- 
tion of international settlements or in connection with the German 
annuities, shall have the right to receive deposits of a nature con- 
sistent therewith. The Board of Directors, or, as it may decide, 
the Executive Committee, shall consider applications to open deposit 
accounts, with authority to determine whether such applications 
come within the scope of the Bank's functions. Deposits shall be 
received in only those currencies which satisfy, in the opinion of 
the Board of Directors, the practical requirements of the gold or 
gold-exchange standard. 
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Any classification of deposits which the Board of Directors may 
set up shall include: e 

1. Deposits on annuity account. These deposits the Bank re- 
ceives in its capacity as Trustee for the Creditor Governments. 
They shall be managed according to the procedure given in Section 
VIII of this outline. 

2. Deposits from central banks. These may be either current 
account deposits or investment account deposits. 

3. Deposits on clearing account. The Bank shall have the right, 
subject to such terms and conditions as the Board of Directors may 
set down, to accept deposits from central banks for the purpose of 
establishing and maintaining a fund for settling accounts among 
them. Such deposits may take the form of gold deliveries at the 
counters of the Bank or of gold held for its account under earmark by 
any central bank participating in the fund for clearing accounts. The 
terms under which central banks may enter the clearing system, the 
rules and regulations for its operation, and the rates of exchange at 
which gold is to be accepted as deposits in the clearing fund or to be 
withdrawn from it, shall be determined by the Board of Directors 
of the Bank. 

4. Deposits originating in the exercise of the Bank’s functions in 
connection with the German annuities and tending to facilitate such 
functions. No such account shall be opened without the assent of 
the central bank of the country of which the prospective depositor 
is a national. If the Governor of the central bank in question (or 
his nominee) is present and voting at the time the Board of Directors 
(or the Executive Committee) of the Bank authorises the opening of 
the account, his favourable vote shall be taken as giving the required 
assent. 

5. Deposits constituting guarantee funds as provided in Annex 
VIII and relative to the mobilisation of the unconditional annuity. 
The interest and the share in the profits which will apply to these 
deposits are provided for in Annex VIII and in the Section on 
Profits (XI) in this outline. 

6. Special deposit of the German Government. During the 
first 37 years the German Government shall maintain at the Bank 
a non-interest-bearing deposit equivalent to 50 per cent of the 
average deposit remaining in the Annuity Trust Account, as described 


[ 63 J 








486 


in Section VIII of this outline. This German Government deposit 
will not exceed 100 million Reichsmarks. 

The Bank shall have the right to pay interest on deposits, but only 
on deposits not susceptible of withdrawal until at least one month 
from the time of deposit. The rate of interest to be paid will be 
determined by the Board of Directors, or as the case may be, by the 
Executive Committee. In allowing interest on deposits, the Board of 
Directors shall give due consideration to the value of the services 
performed for the depositor and the size of the depositor’s balance. 


VI. Loans, DiscouNTs AND INVESTMENTS 


The Board of Directors shall determine the nature of the opera- 
tions to be undertaken by the Bank. Such operations shall be 
consistent with the policies of the central banks of the countries 
concerned. The Bank may in particular have the right: 

(a) to deal directly with central banks, or 

(b) to deal through central banks which have agreed to act as 
its agent and correspondent, or 

(c) to deal with banks, bankers, corporations and individuals 
of any country in performing any authorised function, provided 
the central bank of that country does not enter objections. When- 
ever any proposed credit operation affecting any particular market 
comes up for decision, the favourable vote of the Governor of the 
central bank concerned (or his nominee if the Governor is not 
present), sitting as a member of the Board of Directors or the 
Executive Committee, shall be taken as giving the assent of his 
central bank. If he declines to give his assent, the proposed credit 
operation shall not be undertaken in his market. 

Thus the Bank may perform such functions as the following: 

1. To buy and sell coin and bullion, to earmark gold for the 
account of central banks and to make advances to central banks on 
gold as security. 

2. To buy and to sell for its own account, either with or without 
its endorsement, bills of exchange and other short-term obligations 
of prime liquidity, including cheques drawn or endorsed by central 
banks or in respect of which three obligees are responsible. 

3. To open and maintain deposit accounts with central banks. 
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4. To rediscount for central banks bills taken from their port- 
folios, to make loans to them on the security of such bills, or to 
make advances to them against the pledge of other securities up to 
such amounts and for such periods as may be approved by the Board 
of Directors. 


5. To buy and to sell for its own account intermediate or long- 
term securities (other than shares) of a character approved by the 
Board of Directors. Its holdings of such securities at any one time 
shall not exceed the total of its paid-in capital and reserve funds. 


6. To invest in Germany, with the assent of the Reichsbank, 
Reichsmark funds standing to the credit of the Bank, at the Reichs- 
bank, which are not transferable owing to a declaration of transfer 
postponement. The Bank may realise upon any such investment at 
its discretion, unless at the time the investment was agreed to by the 
Reichsbank some stipulation or arrangement affecting the possible 
sale was made a condition of such agreement. The income from 
any such investments and the proceeds of such investments if sold 
shall be deposited to the credit of the Bank at the Reichsbank. Such 
funds may be held as deposits under the conditions set out in Annex 
IV of the Plan or be reinvested consistently with the provisions of 
that Annex. 

If, in the opinion of the Board of Directors of the Bank, counter- 
obligations issued against its investments in Germany as collateral 
can be advantageously sold on non-German markets, their net 
proceeds shall be distributed to the Creditor Countries in such 
proportions and under the same conditions as would have applied 
in the case of normal transfer. The accounts of the Creditor Powers 
shall be charged with the Reichsmark cost of the securities alienated 
or pledged in the course of any such transaction. If the Board of 
Directors of the Bank decides that counter-obligations cannot be 
sold advantageously, the income and net proceeds of the invest- 
ments when finally disposed of shall be distributed to the creditors. 

The foregoing power is in addition to the general powers of the 
Bank to make and realise upon investments for its own account at 
any time, subject to the provision that such investments are to be 
made with the assent of the central bank concerned. 


7. To issue its own obligations at long- or short-term, secured or 
unsecured, for the purpose of re-lending to any central bank, in each 
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case upon the specific decision of the Board of Directors by a two- 
thirds vote. 

The investment powers of the Bank shall never be used in such 
a way as to exercise a predominant influence over business interests 
in any country. The Board of Directors shall guide the investment 
undertakings of the Bank accordingly, and shall be entitled if neces- 
sary to make special regulations in this respect. 


VII. TrusTEE FUNCTIONS: GENERAL PROVISIONS 


The Bank shall be Trustee of the Creditor Governments in dealing 
with the German annuities and shall have such general powers of 
administration consistent with the Plan as are necessary to the 
prompt and complete exercise of its duties in that respect. The 
Organisation Committee shall draw up appropriate forms of trust 
agreement between the Creditor Governments and the Bank. 

The trust functions of the Bank shall include the following: 

1. Receiving and disbursing to the paying agents the service 
on the German External Loan 1924. If arrangements can legally 
be made, the Bank shall also act in the capacity of one of the Trustees 
for that Loan. 

2. Receiving from Germany the various certificates and obliga- 
tions provided for in the Plan. The Bank shall hold these certificates 
and obligations in safe-keeping and shall issue to the creditors its 
trust receipts for such certificates and obligations. Upon the com- 
pletion of the payments called for under these certificates and ob- 
ligations for any one year, the respective Creditor Governments 
shall give their quittance to the Bank, which in turn shall give its 
quittance to the German Government, cancelling and returning 
any coupons representing the payments made. 

3. Receiving and distributing the service of the German an- 
nuities. The specifications of this function are given in Section 
VIII of this outline below. 

4. Performing as regards deliveries in kind such functions as 
may be entrusted to it by the Governments in connection with the 
acceptance of the new Plan. 

5. Dealing with the measures of safeguard provided in the Plan. 
Upon receiving notification from the German Government con- 
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sistently with the provisions of the Plan, the Bank shall convene 
the Special Advisory Committee whose composition, procedure and 
action are provided for in Part 8 (e) of the Plan. 

6. Acting as Trustee under trust agreements. The Bank shall 
have the power to act as trustee under any trust agreement entered 
into by it with the approval or on the initiative of its Board of Direc- 
tors, which has as its purpose the issue by the Bank of trust certi- 
ficates or other obligations against investments in securities pledged 
as collateral therefor. This power may be exercised in addition 
to the powers with respect to investments provided for in Section 
VI above. 

7. Acting as trustee under special agreements. The Bank shall 
be authorised to act as trustee under any special agreements among 
the Creditor Countries covering the repartition of the annuities or 
the guarantee of any parts of them. In particular, the Bank shall 
have power to act as trustee under the agreement specified in Annex 
VIII of the Plan. The Bank shall be authorised to pay interest 
on any guarantee fund deposited with the Bank in connection with 
any such trust, and to arrange the terms on which the deposit is to 
be received and the fund managed, all in accordance with the Plan. 


8. Acting as trustee at the request of a Creditor Government, the 
German Government or the central bank of any one of thosecountries. 
The Bank shall have the right, upon the approval of the Board of 
Directors, to undertake any trust functions which any Creditor 
Government or the German Government or any of their respective 
central banks proposes that it shall undertake, provided such func- 
tions are generally consistent with the purposes of the Plan. 


VIII. TrustEE Functions: THE BANK AS DEPOSITARY FOR THE 
SERVICE OF THE GERMAN ANNUITIES 


The Bank, in its capacity as Trustee for the Creditor Govern- 
ments, shall receive and distribute the funds represented in the 
service of the German annuities. In fulfilling these functions the 
Bank shall work in co-operation with the central banks of the coun- 
tries concerned; the relations thus established shall be the ordinary 
relationships obtaining between a bank and its correspondent banks. 

The procedure for conducting these operations, subject to the 
right of the Board of Directors of the Bank to make modifications 
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provided the general purposes of the Plan are observed, shall be as 


follows: 
1. The Bank shall maintain on its books a general deposit ac- 
count to be known as the Annuity Trust Account. 


2. The German Government shall be responsible for the payment 
to the Bank, in instalments as provided in the Plan, of all sums 
applicable to the service of the annuity. These payments shall be 
credited to the Annuity Trust Account. 

The Organisation Committee shall make the necessary provision 
whereby the Reichsmark payments to the account of the Bank at 
the Reichsbank in respect of the Railway contribution shall be 
immediately released to the German Government against equivalent 
payment in foreign currencies to the Annuity Trust Account. 


3. Subject to the operation of the clauses of the Plan relating to 
transfer postponement, and except as the Bank may request that pay- 
ments be made in Reichsmarks to the credit of its account at the 
Reichsbank described in Paragraph 4 below, the German Government 
shall make all payments on account of the annuity in foreign cur- 
rencies. Payments in foreign currencies not on a gold or a gold 
exchange standard shall be made only with the consent of the Bank. 
As a matter of business practice, the Bank acting in advance of the 
payment dates, may notify to the German Government or its agents 
the Bank’s preferences with respect to the currencies in which pay- 
ment may be made. In case the Bank’s preferences are not complied 
with, payment shall be made to the Bank in the currencies of the 
seven countries whose nationals are members of the present Experts’ 
Committee, divided as nearly as may be in proportion to their re- 
spective shares in that portion of the annuity accruing to them. 


4. All Reichsmark payments for credit to the Annuity Trust 
Account shall be paid into an account of the Bank at the Reichs- 
bank. The Bank shall be entitled to draw upon it in making all 
Reichsmark payments necessary for the operation of the Plan, 
including payments for administrative expenses incurred in Germany, 
payments for deliveries in kind and any other disbursements on 
annuity account. The Bank shall also be entitled to withdraw 
Reichsmarks from this account or to deposit Reichsmarks in it in 
the course of conducting operations referred to in Paragraph 14 
below, and it may open other accounts at the Reichsbank for use 
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in connection therewith. Such additional accounts shall be operated 
according to ordinary business principles. The Bank shall have 
available at all times sufficient funds in Reichsmarks to cover current 
requirements on account of payments for deliveries in kind. 


5. The Bank shall give its receipt to the German Government 
for all sums which it pays or causes to be paid into the Annuity 
Trust Account in the course of carrying out its obligations under the 
Plan. The receipt of the Bank shall make note of the currencies 
received, but credit shall be given in the Reichsmark equivalent of 
those currencies. The German Government undertakes for the 
purpose of the present provisions, as well as for the general purposes 
of the Plan, that the Reichsmark shall have and shall retain its 
convertibility into gold or devisen as contemplated in Section 31 
of the present Reichsbank Law, and that for these purposes the 
Reichsmark shall have and shall retain a mint parity of 1/2790 
kilogram of fine gold as defined in the German Coinage Law of 
August 30, 1924". Sums paid in foreign currencies into the Annuity 
Trust Account shall be calculated in terms of Reichsmarks at the 
average of the middle rates (Mittelkurs) prevailing on the Berlin 
Bourse during the half-monthly period preceding the date of pay- 
ment. 

6. The Bank’s receipt giving credit in Reichsmarks for payments 
made into the Annuity Trust Account by the German Government 
or on its behalf shall, under normal operation of the Plan, constitute 
a complete and sufficient discharge of the obligations of the German 
Government with respect to such payments. If, however, ttansfer 
postponement should be in whole or partial effect, the Bank’s receipt 
giving credit in Reichsmarks shall constitute a complete and sufficient 
discharge of the obligations of the German Government with respect 
to all payments into the Annuity Trust Account made in foreign 
exchange, and with respect to such portion of the payments made in 
Reichsmarks as in the opinion of the Bank provide current funds for 
deliveries in kind or services. As to the remainder, the receipt of the 
Bank shall be in the nature of a temporary acknowledgment only. 


7. Withdrawals from the Annuity Trust Account shall be made in 
accordance with provisions to be made by the Organisation Com- 
mittee. The Bank shall pay no interest on funds deposited in the 
Annuity Trust Account. 


1 See the letter from the President of the Reichsbank given in Annex II. 
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8. All disbursements for reparation purposes shall be charged 
against the Annuity Trust Account. A first charge against that 
account shall be the service currently due on the German External 
Loan, 1924. The Board of Directors shall be entitled also to charge 
against the account such sums as they deem to be fair compensation 
for the services performed by the Bank and such out of pocket ex- 
penses as it incurs in administering the Plan. If, in the opinion of 
the Directors, such service charges or costs cannot be equitably 
charged to the account as a whole, they shall be entitled to allocate 
them in such proportions as they see fit to the individual shares 
of any of the Creditor Countries. 

g. After charging against the Annuity Trust Account the items 
referred to in the preceding paragraph and such other items as may 
be properly chargeable to the annuity as a whole, the Bank shall 
proceed in the following manner with the distribution of the re- 
mainder of the available funds to the accounts of the several Creditors 
in accordance with the provisions of the Plan. 


10. During such period of time as payments for deliveries in 
kind and payments under Reparation Recovery Act and similar 
procedures continue to be made, the Bank shall make available to 
the several Creditor Countries Reichsmark credits, which shall be 
utilised subject to the applicable provisions of the Plan. 


11. The Bank, out of each instalment paid into the Annuity 
Trust Account, shall set aside and accumulate funds for the payment 
of seryice on any bonds issued and outstanding which represent 
commercialised and mobilised shares in the annuity. Funds required 
for this purpose shall be charged against the accounts of the Creditor 
Countries in proportion to their respective interests in the bonds 
for which service is being accumulated. At a suitable time in 
advance of the dates fixed for the payment of interest to the bond- 
holders, the Bank shall pay to the paying agents the amounts due 
in interest and shall make disposition according to the terms of the 
bond of funds required for purposes of amortisation. 


12. Out of the sums remaining in currencies other than Reichs- 
marks, and after providing for any other charges called for under 
the Plan, the Directors of the Bank shall distribute such aggregate 
amounts as they may determine to the Creditor Countries, divided 
according to the proportions agreed upon among the respective 
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Governments. In withholding any sums from distribution and in 
fixing the dates at which distribution is effected, the Directors of 
the Bank shall be guided on the one hand by the need for prompt 
action in the interest of the Creditor Countries and on the other by 
the interests of the Plan as a whole, including due consideration to 
the Bank by way of compensation for its services in managing the 
annuity. 

13. The Bank shall make distribution of cash by crediting the 
accounts which the central banks of the several Creditor Countries 
maintain with it, notifying them simultaneously that such credits 
are for the accounts of their respective Governments. The Bank 
shall notify the proper financial authorities of the Creditor Countries 
when such credits have been made, and shall obtain receipts from 
them accordingly. 


14. The Bank shall have the right to buy for its own account 
or for other trust accounts any Reichsmarks held in the Annuity 
Trust Account, giving foreign currencies in return. The foreign 
currencies thus acquired by the Annuity Trust Account shall be 
available for distribution to the Creditor Countries under the 
conditions specified in the preceding paragraphs. The Reichsmarks 
which the Bank acquires shall be used only as the Plan provides. 


15. The Bank, at the close of each business year, or more fre- 
quently if requested, shall give to the financial authorities of each 
Creditor Country a full accounting showing the disposition of its 
share in the annuity. As soon as any country has received its full 
share in the annuity for any one year, its proper financial authority 
shall give to the Bank his acknowledgment and shall enter the same 
upon the trust receipt provided for in Paragraph 2 of Section VII 
of this outline. Such acknowledgment shall constitute a full and 
sufficient discharge to the Bank with respect to the annuity covered 
by it. 

IX. AGENCY FUNCTIONS 


The Bank shall be qualified, on terms to be mutually agreed upon 
to act as agent and correspondent of any central bank and to appoint 
any central bank to act as its agent and correspondent. The services 
to be performed by either or both parties under such agreements 
shall be subject, so far as the Bank’s interest is concerned, to the 
approval of its Board of Directors and may include the purchase 
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and sale of gold, of bills of exchange and other securities, the ear- 
marking of gold, the exchange of information and advice, and the 
transaction of any business consistent with the functions of the Bank 
under the Plan on the one hand and within the lawful functions of 
the central bank on the other. 

The Bank shall act as agent of any Creditor Government in mobil- 
ising any parts of the annuities and in managing the service of bonds 
issued in connection with any such mobilisation. The procedure 
for conducting the Bank’s share in such operations, subject to the 
right of the Organisation Committee or the Board of Directors of 
the Bank to make modifications, provided the general purposes of 
the Plan are observed shall be as follows: 

1. Upon the request of the Creditor Governments, or any of 
them, the Bank shall initiate operations for marketing bonds if, 
after examination, it considers market conditions warrant such 
operations. Such operations may take place in the international 
markets, or may be restricted to the domestic market or markets 
of the countries concerned in the proposed mobilisation, as the Board 
of Directors may decide. In determining the markets where offerings 
are to be made, the Bank shall make enquiries from the central banks 
concerned, and if any central bank offers explicit objection to an 
offering being made in its own market, the Directors shall decide 
accordingly. 

2. The Bank shall proceed to carry out requests from any 
Creditor Government for the creation of bonds to be issued on its 
domestic market in connection with conversion operations up to an 
amount represented in its share in the annuities. Each State shall 
be free to offer such bonds on its own market on whatever conditions 
it can obtain. 

3. Ifin the opinion of the Bank the time is opportune for an issue 
of bonds, even if no request for mobilisation has been received, 
the Bank may inform the Creditor Governments accordingly. 


4. If the Creditor Governments so request, the Bank shall 
arrange with issuing bankers the conditions upon which bonds are 
to be issued on the open markets either of one or of several countries, 
as the case may be. The Bank shall fix the minimum price at which 
such issues shall be made, and it shall supervise the execution of 
the loan contracts. 
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5. If bonds are issued against the annuity shares of more than 
one country, the proceeds shall be deposited with the Bank, which 
shall then distribute the proceeds to the Creditors according to their 
participation. The handling of the service of issued bonds shall be 
carried out as provided in the preceding Section of this outline, 
and in Annex III. 


6. Apart from the operations described above, the Bank may 
conduct any other operations (such for instance, as contango opera- 
tions on bonds issued against the annuities, advances on coupons, 
etc.), as are involved in the supervision of transactions relating to 
these bonds and their service. 


X. RESERVE REQUIREMENTS 


The Bank, since its deposits in part will be derived from central 
banks, shall be administered with particular regard to maintaining 
its liquidity. For this purpose, the Bank shall observe the following 
reserve requirements: 

1. Deposits on clearing account. All funds held by the Bank on 
clearing account, whether gold in vault or gold under earmark for 
the Bank’s account in central banks, shall be reserved for exclusive 
use in effecting settlements among the depositaries in the account. 

2. Deposits payable on demand. Against such deposits the Bank 
shall hold a minimum of 40 per cent in gold or in devisen at their 
gold value. Devisen eligible as reserve against demand deposits 
shall consist of banknotes, prime bills of exchange having not more 
than 90 days to run, of a character which central banks ordinarily 
buy for their own account, and cheques payable on demand drawn 
or endorsed by central banks or in respect of which three obligees 
including a bank of known solvency are responsible. All devisen 
included in the foregoing classifications shall be denominated in 
currencies which satisfy in the opinion of the Board of Directors all 
the practical requirements of the gold or gold exchange standard. 
Gold in transit, or devisen satisfying the foregoing requirements 
which are in process of collection, may be counted as reserve. 

3. Deposits on investment account (time deposits). Deposits 
payable in fifteen days or less shall be classified as demand deposits 
and be subject to the reserve requirements specified in the preceding 
paragraph. Against investment account deposits of longer maturity 
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the Bank shall hold a minimum of 25 per cent in gold or in devisen 
at their gold value. Devisen eligible as reserve against investment 
account deposits shall meet the same requirements as those eligible 
as reserve against demand deposits. 

If the Board of Directors is of opinion that these reserve require- 
ments should be altered, they shall have the right by a two-thirds 
vote to increase, diminish or otherwise modify them consistently 
with sound banking principles. 


XI. DISTRIBUTION OF PROFITS 


The yearly net profits of the Bank shall be applied as follows: 


1. Five per cent of the yearly net profits shall be paid to the 
Legal Reserve Fund of the Bank until that fund reaches an amount 
equal to 10 per cent of the paid-in capital stock of the Bank as it 
may stand from time to time. The Legal Reserve Fund on the 
liquidation of the Bank shall be merged with the General Reserve 
Fund. 


2. After making the foregoing provision for the Legal Reserve 
Fund, the yearly net profits shall be applied to the payment of an 
annual dividend up to 6 per cent on the paid-in share capital. This 
dividend shall be cumulative. 


3. Twenty per cent of the remainder shall be paid to the share- 
holders until a total maximum dividend of 12 per cent is reached. 
The Board of Directors of the Bank shall have the right in any year 
to withhold all or any part of this addition to the regular dividend, 
and to place it to the credit of a special dividend reserve fund for 
use in maintaining the cumulative dividend provided for in the 
preceding paragraph or for subsequent distribution to the share- 
holders. 


4. After making provision for the foregoing, one-half of the yearly 
net profits then remaining shall be paid into the General Reserve 
Fund of the Bank until it equals the paid-in capital. Thereafter 
40 per cent shall be so applied until the General Reserve Fund equals 
twice the paid-in capital; 30 per cent until it equals three times the 
paid-in capital; 20 per cent until it equals four times the paid-in 
capital; 10 per cent until it equals five times the paid-in capital; 
and from that point onward, 5 per cent. 
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The General Reserve Fund shall be available for meeting any 
losses incurred by the Bank. In case it is not adequate for this 
purpose, recourse may be had to the Legal Reserve Fund provided 
for under Paragraph 1. In case the General Reserve Fund, by reason 
of losses or by reason of an increase in the paid-in capital, falls be- 
low the amounts provided for above, after having once attained them, 
the appropriate proportion of the yearly net profits shall again be 
applied until the position is restored. Upon the liquidation of the 
Bank, the balance in the General Reserve Fund shall be divided among 
the shareholders. 


5. The remainder of the yearly net profits after meeting the 
foregoing requirements shall be paid in to Special Funds as follows: 


a. Seventy-five per cent to the Governments or central banks of 
the Creditor Countries or of Germany which maintain time deposits 
at the Bank withdrawable in not less than five years from the time 
of deposit, and after four years on not less than one year’s notice. 
The fund shall be disbursed annually in amounts proportionate to 
the size of the deposits maintained by the respective Governments 
or central banks aforesaid. The Directors of the Bank shall have 
power to determine the volume of each of these deposits which would 
justify the distribution provided for. 

b. Twenty-five per cent to be used to aid Germany in paying the 
last 22 annuities, provided the German Government elects to make 
a long-term deposit with the Bank withdrawable only on the terms 
specified under sub-paragraph (a) above and amounting to the 
minimum sum of 400,000,000 Reichsmarks. If the German Govern- 
ment elects to make such long-term deposits amounting to a sum 
below 400 million Reichsmarks, the participation of the German 
Government shall be reduced in proportion and the balance shall 
be added to the 75% in sub-paragraph (a). The fund shall carry 
compound interest at the maximum current rate paid by the Bank 
on time deposits. If the fund should exceed the amount required 
to pay the 22 last annuities, the balance shall be distributed among the 
Creditor Governments in proportion to their out-payments during 
that period. In case the German Government elects not to make 
any such long-term deposits, the fund shall be distributed as pro- 
vided in sub-paragraph (a) above. 
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XII. GENERAL PROVISIONS 


Any balances remaining in the hands of the Agent General for 
Reparation Payments on the winding up of his accounts shall be 
transferred to the Bank for credit to the Annuity Trust Account, 
subject of course, to the respective interests of the Creditor Countries 
therein and to any claims and commitments which may be outstand- 
ing at the time. 

The relations of the Reparation Commission with Germany 
will be terminated. The Bank shall take over as promptly as pos- 
sible such functions of the Reparation Commission with respect to 
Germany as are required under the provisions of the Plan, and also 
such functions of the Agent General for Reparation Payments, the 
Trustees and Commissioners holding office under the Experts’ Plan 
of 1924, or any of them, as may be required under the provisions 
of the Plan, all according to the general scheme given in Part 6 of 
the Plan and Annex V. 

If in any country there is more than one bank of issue, the term 
“central bank’”’ as used in this outline shall be interpreted to mean 
the bank of issue situated and operating in the principal financial 
market of that country. 

If, in the process of organising the Bank or in the performance of 
its functions after establishment, it is found that the central bank of 
any country or its Governor is unable to act officially or unofficially 
in any or all the capacities provided for in this outline, or refrains 
from so acting, alternative arrangements not inconsistent with the 
laws of that country shall be made. In particular, the Governors 
of the central banks of the countries whose nationals are members of 
the present Committee, or as many of them as are qualified to act, 
may invite to become members of the Board of Directors of the Bank 
two nationals of any country the central bank of which is eligible 
under this outline to take part in forming the Board of the Bank but 
does not do so. The two nationals of that country upon acceptance 
of the invitation shall be qualified to act in the full capacity of Direc- 
tors of the Bank as provided in this outline. Further, the Directors of 
the Bank shall be authorised to appoint, in lieu of any central bank 
not exercising any or all of the functions, authorities or privileges 
which this outline provides that central banks make or shall exer- 
cise, any bank or banking house of widely recognised standing and 
of the same nationality. Such bank or banking house, upon ap- 
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pointment and acceptance, shall be entitled to act in the place of 
the central bank in any or all capacities appropriate to central banks 
under this outline provided only that such action is not inconsistent 
with the laws of the country in question. 

The balance sheet and accounts of the Bank shall be audited each 
year by independent auditors of recognised standing, who shall be 
appointed by and report to the Board of Directors. 

In case the measures proposed in the Plan with respect to the 
avoidance of double and triple taxation of the Bank are not fully in 
effect when the Bank begins operations, the Board of Directors shall 
deal with the matter within its discretion. 

If any administrative acts of the Bank or any decision of the Board 
of Directors is disputed on the ground that it is inconsistent with 
the provisions or intent of the Plan, recourse may be had to arbitra- 
tion under the general provisions for arbitration. 


ANNEX II 
Paris, June 6, 1929. 
Owen D. Younc Esgq., 
Chairman of the Committee of Experts, 
Paris, Hétel George V. 

Dear Mr. Chairman, 

I understand that certain of the creditor groups have raised the 
question as to the interpretation to be given to the word “ Reichs- 
marks,”’ in which the obligations of Germany under the new Plan 
are expressed. In my opinion the question is a purely formal one, 
as the Reichsmark is de facto on a gold basis, and has proved itself 
since its creation as stable a currency as any other in the world. 

Nevertheless, in order that there should be no possibility of 
question as to the exact definition of Germany’s liability, I am of 
opinion that the provisions of Section 31 of the Bank Law of 30th 
August, 1924, should be put into effect, and I am therefore prepared 
to introduce the necessary resolutions with the Managing Board 
and the General Council of the Reichsbank at the latest in 
connection with the putting into force of the present Plan by the 
Governments. 

Believe me, dear Mr. Chairman, 

Yours Sincerely, 
(Sgd) Hjalmar ScHacur. 
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ANNEX III.—MOBILISATION 


I. Form oF INDEBTEDNESS 


Germany’s debt shall be fixed in the form of annuities. A certif- 
icate of indebtedness representative of these annuities shall be 
delivered by Germany to the Bank as Trustee of the Creditor 
Powers. 

To this certificate of indebtedness shall be attached coupons 
representative of each annuity payable by Germany. Each annuity 
coupon shall be divided into two parts: the first representative of 
that portion of the annuity not subject to postponement and corre- 
sponding to the portion of Germany’s indebtedness which is mobilis- 
able; the second representative of that portion of the annuity which 
is subject to postponement and corresponding to the portion of 
Germany’s indebtedness which is not mobilisable. Each part of the 
annuity coupon enjoys equal rights throughout, except with respect 
to the agreed privilege of postponement. 


II. Bonp IssuEs 


Upon the request of all or of any one of the Creditor Governments, 
the Bank, as trustee, if it considers such a course opportune, has the 
right to require the creation of, and the German Government is 
obligated to create, issuable bonds representing the capitalisation 
of any part of the portion of the annuity coupons not subject to 
postponement. 

The Bank, however, is obliged, under the provisions set forth in 
paragraph VII (d), to accede to requests for the creation of bonds 
made to it by Governments which are desirous of undertaking internal 
issues of German bonds in connection with conversion operations. 

The certificates of indebtedness, the coupons attached thereto, 
and such bonds as shall be issued in capitalisation of any parts of the 
annuities not subject to postponement shall be made out in the name 
of the German Reich and shall represent the obligation of the Reich 
guaranteed by its general revenues. 


III. COLLATERAL GUARANTEES 
A. The Railway Company shall deposit with the Bank for 


International Settlements a certificate acknowledging its liability 
in respect of the obligation laid down in Part 8 (a) of this Plan. 
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B. The Reich furthermore shall undertake to assign certain 
revenues (customs, and certain taxes on consumption) for the . 
service of the certificates and, as far as they may be exchanged into 
negotiable bonds, for the service of such bonds. This assignment 
will constitute a negative pledge and will be ruled by the following 
conditions: 

a. The assigned revenues as estimated for the Budget 1929 must 
have a total yield of not less than 150% of the highest budgetary 
contribution payable by Germany under this Plan. 

b. The Reich will not pledge the assigned revenues for any other 
loan or credit, except with the consent of the Bank. If the assigned 
revenues should be pledged with the consent of the Bank for any other 
loan or credit the charge for reparation payment will rank ahead of 
the charge for such other loan or credit. 

c. If, at any time, the total yield of the assigned revenues 
should fall below 150% of the highest budgetary contribution payable 
by Germany under this Plan, the Bank may require that additional 
revenues, sufficient to assure the immediate restoration of the yield 
to the above percentage, be assigned. 


IV. GENERAL ForRM OF THE BONDS 


The value of the issuable bonds may, according to circumstances, 
be expressed in dollars, equivalent to so many pounds, Reichsmarks, 
francs, etc., or inversely in pounds, in Reichsmarks, in francs, etc., 
always provided that the principal of any bond issued in a particular 
market shall be payable only in the currency of that market at the 
equivalent of its gold value. 

The coupons shall be expressed in dollars, pounds, francs, etc., 
and shall be payable at the rate of the day on all the markets on 
which the bonds are quoted. 

In the event of an issue, the amount and form of bonds to be 
created, as well as the specification of the currency in which they 
shall be issued, shall be fixed by the Bank in accordance with the 
requests which it receives from the Creditor Governments taking 
into account the desiderata of the issuing bankers. 

After a period of 10 years the Bank, in agreement with the issuing 
bankers and the Creditor Governments, may consider the issue 
of bonds, the service of which may be paid in different currencies 
at par at the bearer’s option. 
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V. Stratus oF MOoBILISABLE PorRTIONS OF ANNUITY 
CoupPpOoNS 


The service of interest and amortisation of the mobilisable or 
mobilised portions of the annuity coupons shall be paid to the Bank 
in foreign currencies by the German Reich without any reservation, 
i.e.,on its own responsibility ; the financial service of these mobilisable 
or mobilised portions of the annuities shall constitute a final, absolute 
and unconditional international obligation in the ordinary financial 
sense of the word. 


VI. Stratus or Non-MOBILISABLE PORTIONS OF THE 
ANNuITY COUPONS 


The payment of the non-mobilisable portion of the annuity coupons 
shall be made to the Bank by the German Government in the same 
conditions as that of the mobilised or mobilisable portion of the 
annuity coupons. 

Nevertheless: 

1. Bonds representing the non-mobilisable portion of the annuity 
coupons cannot be created except with the consent of the German 
Government. 

2. It is in respect of the non-mobilisable portion of the annuity 
coupons that the German Government may avail itself of the right 
of postponing transfer or payment granted elsewhere in this Plan. 


VII. FuNcTIONS OF THE BANK 
(a) Supervision of Agreements 


It shall supervise, both on behalf of the Creditor Governments 
and the bondholders and on behalf of the Debtor Government, 
the strict execution of the agreements concluded between them 
on the established bases. 


(b) Distribution without Priority 


The Bank shall distribute moneys in payment of the mobilised or 
mobilisable portions of the annuity coupon among the whole of the 
bondholders and the Creditor Governments in proportion to the 
rights of each to share in the portion of the annuity coupons not 
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subject to postponement, without allowing a priority of any kind 
to any tranche or to any claim. It will distribute the moneys re- 
lating to the non-mobilisable portions of the annuity coupons amongst 
the Creditor Governments, the transfer of these moneys taking 
place only after the transfer of the moneys relating to the mobilised 
or mobilisable portion of the annuity coupon. 


(c) Issue of Bonds on the Markets 


The Bank shall inform the Creditor Governments whenever the 
issue of bonds representing the capitalization of some part of the 
mobilisable portion of the annuity coupon is practicable in its 
opinion. 

It will be the function of the Bank to fix the minimum price of 
issue. 

Each of the Creditor Governments shall be entitled, but not 
obliged, to issue its share of the bonds in its own country. It may 
come to an understanding with the bankers of another country to 
cede to them all or part of this share, but these bankers shall be 
obliged to proceed to this issue only on the minimum conditions 
fixed by the Bank. Any of these Governments may also refuse to 
allow its quota to be created; in that event the portion of the an- 
nuity corresponding to this quota shall continue to be paid to the 
Governments in question as before. 


(d) Issue of Conversion Bonds 


Creditor Governments desiring to proceed to internal issues of 
German bonds, in connection with operations for the conversion of 
national debt, shall have the option of asking the Bank to create 
bonds representing all or part of their quota of the mobilisable por- 
tion of the annuity coupons. These bonds shall constitute national 
tranches which each Government shall be free to offer on its own 
market on whatever conditions it can obtain. These bonds shall 
be quoted only on their market of issue. The service of these bonds 
shall, however, be effected pari passu with that of the other bonds. 
The coupons of these bonds shall be expressed in pounds, dollars, 
French francs, etc., and shall be payable at the rate of the day on 
all the markets on which the mobilisable bonds are quoted. 
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ANNEX IV.—CONDITIONS OF POSTPONEMENT OF 
TRANSFER AND OF PAYMENT 


1. PosTPONEMENT OF TRANSFER 

The German Government by giving at least 90 days’ previous 
notice shall have the right to suspend for a maximum period of two 
years from its due date all or part of the transfer of that part of the 
annuity described as postponable. Transfer postponement thus 
declared shall affect the postponable annuity as and from that date 
only on which transfer postponement becomes effective. 

If, during any annuity year, the German Government shall avail 
itself of this power, the transfers falling due during any second year 
cannot be postponed for more than one year from their respective 
due dates, unless and until the transfers due during the first year 
shall have been effected in full, in which case the transfers due during 
such second year may be postponed two years from their respective 
due dates; and the transfers due during any third year cannot be 
postponed at all until the transfers due during the first year have 
been effected in full. 

2. LIABILITY 

The liability of the German Government with regard to the an- 
nuities contemplated in this Plan is not fulfilled until all sums, the 
transfer or payment of which may be from time to time postponed, 
have actually been transferred in full to the Bank for International 
Settlements in approved foreign currencies, or utilised for deliveries 
in kind. 

3. POSTPONEMENT OF PAYMENT 

At any time when postponement of transfer is in effect, but not 
until one year after it has become effective, the German Govern- 
ment shall have the right to postpone payment for one year of fifty 
per cent of any sum the transfer of which shall then be susceptible 
of postponement under paragraph 1 of this Annex. This percentage 
may be increased upon the recommendation of the Advisory Com- 
mittee provided for in Part 8 (e) of this Report. 


4. UTILISATION OF REICHSMARKS 
Any sum in Reichsmarks, the transfer of which is postponed, 
shall (save as provided for in paragraph 3 above) be deposited to 
the account of the Bank for International Settlements at the Reichs- 
bank for eventual release of balances not absorbed by deliveries 
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in kind, against payment in foreign currencies by the German Gov- 
ernment. At all times, the employment, whether for investment 
or as indicated below, of Reichsmarks so deposited shall be subject 
to agreement between the Reichsbank and the Bank for Inter- 
national Settlements. In determining the manner in which these 
sums shall be employed, regard shall be had to the possibilities that 
special programmes of deliveries in kind can be arranged with the 
German Government: 

a. during the first ten years, by restricting or extending the 
programme of deliveries in kind laid down for those years; 

b. after the first ten years, by arranging a special programme of 
deliveries in kind where the interests of particular industries in 
Germany and of particular Creditor Countries which would other- 
wise suffer may be met without prejudice to the general situation; 
provided, however, that any special arrangement which may be 
made between any Creditor Country and Germany, with a view to 
reserving to the said Creditor the right to receive certain deliveries 
in kind in case of moratorium, shall be carried through, subject to 
a copy of the agreement therefor being communicated to the Bank 
for International Settlements. 


5. INTEREST 


Interest at the rate of 1 per cent per annum above the prevailing 
Reichsbank discount rate, or at five and a half per cent, whichever 
is lower, shall be paid half-yearly by the German Government on the 
daily amount of the sums the transfer or payment of which has been 
postponed and which have not been invested or utilised for deliveries 
in kind. This interest shall be treated in all respects similarly to 
the principal sum upon which it accrues, and the return upon that 
portion of the funds actually invested shall be for the account of the 
Creditor Powers. 


ANNEX V.—ANNEX ON ORGANISATION COMMITTEES 


I. Just as the Dawes Plan was put into force by the agreement 
of the Governments concerned laid down in the London Protocol, 
the new Plan will have to be put into force by agreement of the 
Governments. 

Once the Governments have accepted in principle the new Plan 
it seems advisable that, in addition to any preparatory measures 
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necessary for the Conference of the Governments, steps should be 
taken for the elaboration of detailed schemes about certain technical 
questions. 

Generally speaking it seems advisable to have these schemes 
elaborated by special organisation committees, which should be 
composed substantially in the same way as the organisation com- 
mittees of the Dawes Plan, i.e., by the same number of representa- 
tives of the Creditors as of the Debtor with a neutral chairman to be 
called in case of disagreement. The Organisation Committee for the 
new Bank would, however, be differently composed. 

We recommend such organisation committees for the following 
questions: 

1. Organisation Committee for the new Bank, as provided for in 
Annex I of the Report. 

2. Organisation Committee for the adaptation of the German 
Laws set up under the Dawes Plan, composed of members of the 
sub-committees next mentioned, with one neutral Chairman. This 
Committee should have 3 Sub-Committees, to be composed each of 
2 creditor members nominated by the Reparation Commission and 
2 German members nominated by the German Government: 

a. for the adaptation in agreement with the Trustees of the 
system under which the securities assigned to the Dawes Loan are 
managed and of the machinery of the assigned revenues, referred to 
in Annex III; 

b. for the adaptation of the Bank Law (independence of the 
Reichsbank) ; 

c. for the adaptation of the German Railway Law (independence 
of the German Railway Company). 

2. After the Governments have concluded a comprehensive 
arrangement for putting into force the new Plan, it will be necessary 
to provide some special organisation which will undertake the 
administrative work of setting up the organisations provided for by 
the new Plan and of handing over to them the functions of the 
existing organisations. 

As there is only one new organisation which is going to centralise 
all the various functions concerning the execution of the new Plan, 
viz., the Bank for International Settlements, it is necessary to 
provide one special body only for the setting up of this organisation, 
this body to be the Organisation Committee for the new Bank 
referred to above, as provided for in Annex I. 
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The task of transferring the functions of the existing organisations 
to the Bank for International Settlements should be conferred upon 
a small special committee composed of 2 members of the Organisa- 
tion Committee for the Bank for International Settlements, as well 
as of representatives of the German Government, the Agent General 
and the Reparation Commission, an equitable representation being 
assured to the Powers represented upon the present Committee. 


ANNEX VI.—THE BELGIAN MARK CLAIM 


The Experts recognise that though the settlement of the so-called 
Belgian Mark Claim is not within the terms of reference of this 
Committee, their Belgian colleagues cannot reasonably be expected, 
in view of the discussions which preceded the call of the Committee, 
to join in the Report except on the understanding that an agreement 
for the settlement of the Mark Claim will be reached by direct nego- 
tiations between the Belgian and German Governments. The 
Experts understand that negotiations for the purpose are about to 
open as between the two Governments and they recognise that the 
new Plan cannot become operative until the Belgian and German 
Governments have come to an internationally binding agreement 
on the Mark Claim; and in view of the German Government's 
undertakings as stated in the correspondence annexed [letters from 
Dr. Schacht of the 3rd June (see Annex Vla) and from Herr Kastl 
of the 4th June (See Annex VI b)] they recommend to their respective 
Governments accordingly. 

If the settlement of the Mark Claim takes the form of an annuity, 
and if the Belgian and German Governments so request, the Experts 
are ready to recommend to their Governments to offer no objection 
to the annuity taking the identical form of the annuities covered in 
this Report and to its being administered in the same way by the 
Bank for International Settlements. 


ANNEX Vla 
3rd June 1929. 

Mr. Owen D. Youna, 

Hétel George V, 

Paris. 

Dear Mr. Chairman, 

Supplementing my talk with you of last Saturday on the Belgian 
Mark matter, I have the honour to inform you that the German 
Government is prepared to proceed along the following lines: 
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1. Immediately to enter into a “ pactum de contrahendo"’ with 
the Belgian Government (either by exchange of notes or by signed 
protocol) whereby the two Governments will agree to enter into 
negotiations on a new basis looking to a definite settlement of the 
Mark controversy. 

2. To commence such negotiations promptly and to agree that 
these negotiations should be concluded before the New Repara- 
tion Plan has been put into force by the Governments. 

3. The German Government has appointed Herr Ministerial- 
direktor Ritter as its special representative to handle the above 
matters and he is prepared to open discussions promptly. 

The substance of the foregoing has been communicated to the 
Belgian Minister in Berlin, whose reply the German Government 
now awaits. 

The foregoing proposal has been made by the German Govern- 
ment in a conciliatory spirit and in an effort in good faith to remove 
this impediment to the normal development of friendly relations 
between the two countries concerned. 

I hope that the foregoing statements may remove any misunder- 
standings which exist as to the position of the German Government 
with respect to the Belgian Mark matter, and in view of such mis- 
understandings heretofore, I would appreciate your advising the 
other members of the Committee of the position of the German 
Government as stated herein. 

With assurances of my personal esteem, 
I am, 
Sincerely yours, 
(Sgd) Dr. Hjalmar ScHacur. 


ANNEX VIb 
Paris, June 4th, 1929. 


Mr. Thomas W. LAmont, 
Hétel Ritz, 
Paris. 

Dear Mr. Lamont, 

Confirming my conversation of this morning with you and Mr. 
Perkins, I desire to make clear the following: 

1. The position of the German Government, as stated in Dr. 
Schacht's letter to the Chairman of June 3, 1929, is in no way changed. 


[ 86 ] 


599 


2. Dr. Ritter, of the German Foreign Office, representative for 
the settlement of the Mark question, has again declared to us on 
behalf of the German Government, that: 

a. He is prepared to start negotiations immediately. He sug- 
gests that such negotiations should take place in Brussels or Berlin. 

b. No territorial questions will be raised in these negotiations. 

Sincerely yours, 
(Signed) Kastt. 
ANNEX VIc 
Paris, June 4th, 1929. 

My dear President, 

You have been so good as to communicate to me the letters which 
were sent to you by Dr. Schacht and Dr. Kastl in the name of their 
Government on June 3rd and 4th respectively. 

In the first of these letters, Dr. Schacht stated that his Government 
is ready to accept an engagement to negotiate with the Belgian 
Government, upon a new basis, in order to arrive at a definitive settle- 
ment of the Mark question. 

He adds that the German Government is willing to begin these 
negotiations rapidly and to agree that they should be terminated 
before the new Reparation Plan has been put into force by the 
Governments. 

In the second, Dr. Kastl declares that no territorial question will 
be raised in these negotiations. 

You are aware of the reasons because of which the Belgian Dele- 
gation up to the present has refused to sign the Report before a 
settlement of the Mark question had been realised, not desiring to 
find itself later in a position which it knew to be without issue, and 
on the other hand standing out for reparation of the serious damage 
which Belgium has suffered. 

Considering the engagement of the German Government and con- 
sidering also the recommendation which the Experts unanimously 
decided to-day to address to their respective Governments and which 
will be incorporated in the Report, the Belgian Experts agree to 
sign the Report before the Mark negotiations have been terminated. 

I reserve the right to communicate to the German Government 
the different memoranda which have been exchanged during the 
course of the work of the Experts. 

Believe me, etc., etc. . . . 
(Signed) E. FRANCQUI. 
[87] 
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ANNEX VII.—DISTRIBUTION OF THE ANNUITIES PRO- 
REPRESENTED ON 


1. We RECOMMEND THAT THE ANNUITIES SET OuTIN Part 8 oF THIS 




















FOLLows: 
GERMAN FINANCIAL BRITISH | 
FRANCE ITALY | BELGIUM/ROUMANIA 
YEAR EMPIRE 
MILLIONS OF 

1929-30°. ..... 418.8 53-1 42.5 70.7 — 
NGG ok a ws 900.7 | 366.8 156.0 98.2 10.0 
0 838.4 | 362.0 190.8 102.6 12.0 
RS ys 879.8 | 364.5 196.3 105.3 13.0 
a 879.1 | 454.8 192.4 100.3 13.9 
PEGE ys ks 941.8 | 450.1 193.6 102.8 14.7 
ts 4 bm a 962.8 | 444.9 195.2 110.0 16.1 
1936-37 ..... . | 1,004.1 | 438.1 197.2 116.9 17.2 
1937-38 . . . . . . | 1,031.8 | 452.6 198.6 114.7 18.3 
eae... . . » » $4 ae 200.2 114.8 19.1 
1939-40... . . . | 1,087.3 | 442.5 204.1 117.0 23.7 
| res ie ety ey 211.5 117.1 20.1 
1941-42 ...... | 3,971.2 | 456.3 223.1 123.9 20.0 
1942-43... . . . | 1,191.4 | 446.0 225.5 124.1 20.6 
1943-44... . .. | 1,190.8] 439.8 227.8 124.2 21.1 
1944-45 .... . . | 1,190.7 | 450.5 230.5 123.9 21.1 
1945-46... . . . | 1,190.8 | 439.1 233-3 124.0 25.7 
1946-47 ..... . | 1,188.1 | 432.4 235.6 124.1 28.4 
1947-48 . . ... . | 1,185.2 | 446.6 237.1 124.1 31.2 
1948-49 . . . . . . | 1,185.1 | 439.1 239.4 124.2 31.2 
1949-50... . . . | 1,248.6] 439.6 248.1 134.6 31.1 
1950-51... .. . | 1,277.9 | 440.5 260.1 134.7 31.1 
1951-52... .. . | 1,248.5 | 441.1 272.8 134.7 31.1 
sogees3... .... | 504Q8.9 | 4414 275.6 134.7 31.1 
1953-54... .. . | 1,248.2 | 445.6 278.5 134.7 31.1 


iThe year 1929-30 comprises only the 7 months September 1929 to March 1930. 

*Verification of the figures contained in Annex VII of the advance copy of the Report sent 
in the present publication the four following changes have been made in order to correct these: 

Paragraph 188 of the Annexes: [see table above]. 

Year 1932-1933.—Now reads 105.3 instead of 105.9. 

Paragraph 190 of the Annexes: |see table p. 92). 

Tenth Year.—France: Now reads 163.3 instead of 163.4. 

Tenth Year.—Great Britain: Now reads 69.1 instead of 69.2. 

Tenth Year.—Belgium: Now reads 13.5 instead of 12.5. 
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POSED BY THE EXPERTS OF THE CREDITOR COUNTRIES 
THE COMMITTEE* 


Report SHOULD BE DIsTRIBUTED AMONG THE CREDITOR Powers As 














SERBIA | GREECE | PORTUGAL | JAPAN | POLAND | U.S. A. | TOTAL 
REICHSMARKS 
72.1 _— 6.0 13.2 0.5 65.9 742.8 
79.4 3.6 13.2 13.2 0.5 66.3 1,707.9 
79.3 6.7 13.2 13.2 0.5 66.1 1,685.0 
79.4 6.9 13.2 13.2 0.5 66.1 1,738.2 
72.4 7.2 12.6 11.9 0.4 59.4 1,804.3 
72.5 7.2 12.6 11.9 0.4 59.4 1,866.9 
72.6 7.2 12.6 11.9 0.4 59.4 1,892.9 
73.8 8.2 12.6 11.9 0.4 59-4 1,939.7 
71.5 8.3 12.4 11.4 0.4 57.2 1,977.0 
71.8 8.5 12.4 11.4 0.4 57-2 1,995-3 
74.5 8.4 13.6 11.9 0.4 59.4 2,042.8 
76.1 8.4 13.6 11.9 0.4 59.4 2,155-5 
83.9 8.3 14.2 13.2 0.5 66.1 2,180.7 
88.2 8.3 14.2 13.2 0.5 66.1 2,198.0 
88.3 8.3 14.2 13.2 0.5 66.1 2,194.3 
88.5 8.3 14.2 13.2 0.5 66.1 2,207.5 
88.7 8.3 14.2 13.2 0.5 66.1 2,203.8 
88.7 8.3 14.2 13.2 0.5 66.1 2,199.5 
88.8 8.3 14.2 13.2 0.5 66.1 2,215.2 
88.8 8.3 14.2 13.2 0.5 66.1 2,210.0 
99.8 8.1 15.1 15.2 0.6 76.1 2,316.8 
99.9 8.1 15.1 15.2 0.6 76.1 2,359.2 
100.0 8.1 15.1 15.2 0.6 76.1 2,343.2 
100.0 8.1 15.1 15.2 0.6 76.1 2,346.2 
100.1 8.1 15.1 15.2 0.6 76.1 2,353-3 








to the interested Powers and to the Reparation Commission has disclosed four slight errors, an 
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GERMAN FINANCIAL BRITISH 
FRANCE ITALY | BELGIUM|ROUMANIA 
YEAR EMPIRE 
MILLIONS OF 
054-55 ..... . | 1,248.1 | 453.6 281.3 134.7 31.1 
9055-50 ..... . | 1,248.2 | 444.2 285.4 134.7 31.1 
SOGeay a ss ww. PR eee 289.0 134.9 $2.3 
ee se 292.6 134.9 31.1 
1958-59 ..... . | 1,302.8 | 410.2 296.7 134.8 31.1 
1950-60... .. . | 1,278.4 | 408.3 299.8 134.8 31.1 
sg60-61 ...... | 1,278.2} 406.1 310.8 134.7 31.1 
ease. ww... | a ae 321.5 134.5 31.1 
1962-63... .. . | 1,278.1 | 400.5 324.8 134.8 31.1 
1963-64 ..... . {| 1,278.0] 410.1 327.8 134.6 31.1 
oan. A. | ET PS ees 331.0 134.9 31.1 
1965-66 .... . . | 1,297.5 | 410.6 334.0 134.5 31.1 
Average 1929-65 . . | 1,046.5 | 409.0 213.7 115.5 
Ee nawle id a 794.2 | 357.2 290.1 53-1 
ED is iy Se oe 794.1 | 346.7 295.1 52.8 
3968-69 ....... 790.9 | 349.4 302.3 53.0 
1969-70. ..... 787-7 | 355-7 | 309.3 53-1 
ence. ny cg te 787.5 | 361.2 317.6 53.2 
a 787.3 | 361.8 327.7 52.8 
a ee 787.1 | 366.1 332.0 52.8 
a 786.9 | 365.4 336.3 52.8 
Ro. aici: we iste 786.8 | 364.1 340.5 52.8 
8 ae 786.6 | 366.4 344.6 53.2 
ee 786.3 | 363.8 350.8 53-5 
ee 786.1 | 364.8 356.9 53-3 
EE cris se 785.9 | 365.1 367.1 53.2 
EN aia 3a 3 In 785.7 | 364.7 372.9 52.9 
ae 785.5 | 363.5 385.1 53.1 
0 785.2 | 365.7 400.1 53-3 
er 785.0 | 362.9 407.2 53-4 
re Ss ses 784.7 | 372.0 409.8 53-4 
soGe-G5 ...... 784.4 | 346.2 416.5 53.0 
i 784.1 |-414.1' | 418.8 53.0 
ee 783.9 |-414.1' | 425.0 53-3 
| 753-3 |-372.1' | 382.6 50.6 








t These sums correspond to the excess war debt receipts of Great Britain over war debt 
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SERBIA | GREECE | PORTUGAL | JAPAN | POLAND U. S, A. | TOTAL 
REICHSMARKS 
100.7 $3 | ag. 15.2 0.6 76.1 | 2,364.6 
101.2 8.1 15-5 15.2 0.6 76.1 2,359.8 
101.2 8.1 15.1 15.2 0.6 76.1 2,354.2 
102.2 8.1 15.1 15.2 0.6 76.1 2,361.8 
103.1 8.1 15.1 15.2 0.6 76.1 2,393.8 
103.2 8.1 15.1 15.2 0.6 76.1 2,370.6 
104.5 8.1 15.1 15.2 0.6 76.1 2,380.5 
105.9 8.1 15.1 15.2 0.6 76.1 2,398.3 
105.9 8.1 15.1 15.2 [|:. 06 76.1 2,390.2 
106.0 8.1 15.1 15.2 0.6 76.1 2,402.6 
106.0 8.1 15.1 15.2 0.6 76.1 2,402.1 
106.0 8.1 5.1 15.2 0.6 76.1 2,428.8 
84.0 7.0 13.2 13.2 0.5 66.1 1,988.8 
22.7 9.7 8.2 — ate 40.8 1,607.7 
22.7 9.7 8.2 — — 40.8 1,606.9 
22.7 9.7 8.2 — — 40.8 1,616.7 
22.7 9.7 8.2 — 7 40.8 1,630.0 
22.7 9.7 8.2 — — 40.8 1,643.7 
22.7 9.7 8.2 — — 40.8 1,653.9 
22.7 9.7 8.2 — <a 40.8 1,662.3 
22.6 9.7 8.2 ees —_ 40.8 1,665.7 
22.6 9.7 8.2 — — 40.8 1,668.4 
22.6 9.7 8.2 — ont 40.8 1,675.0 
22.6 9.7 8.2 — — 40.8 1,678.7 
22.6 9.7 8.2 — — 40.8 1,685.4 
22.6 9.7 8.2 — — 40.8 1,695.5 
22.6 9.7 8.2 —_ — 40.8 1,700.4 
22.6 9.7 8.2 — — 40.8 1,711.3 
22.6 9.7 8.2 — — — 1,687.6 
22.6 9.7 8.2 — — —_— 1,691.8 
22.6 9.7 8.2 —_ eee ane 1,703.3 
22.6 9.7 8.2 — _— _ 1,683.5 
22.6 9.7 8.2 i ote ts 925.1 
22.6 9.7 8.2 — ~_ one 931.4 
22.6 9.7 8.2 — — — 897.8 





payments during these three years. 
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2. We recommend that out of the unconditional annuity of 
660 million R. M. the amount of 500 million R. M. should be allo- 
cated to France subject to the Provision of a Guarantee Fund by 
the French Government in accordance with the arrangements set 
out in Annex VIII. Out of the remainder of the unconditional 
annuity, after allowing for the service of the Dawes Loan, 42 million 
R. M. will be apportioned to Italy. So far as concerns the balance 
of the unconditional annuity, and the amounts by which it is in- 
creased as the requirements for the service of the Dawes Loan be- 
come less and cease, Italy will have no claim until so much of the 
balance as may be required for an equitable apportionment shall 
have been allotted, by agreement of all the Governments, to the 
remaining Powers entitled to share in the annuities provided for 
by this Plan. 

3. The schedule of deliveries in kind set out in Part 8 (f) shall 
be allocated among the Creditor Governments as follows: 
































; la{¢ 

a & Z i 2 < o 2 at 

Soe) wl ase! SB) Bckal & = 
ae5| @# | Sas) 818 bE! 8 = P 
> & & | ° m fF} ee] A] a a x | oO 
54-45% | 23-05% | 10%] 4.5% | 0.75% | 5% | 9-75% | 1.10% | 0.40% 

Ist...|750} 408.4 | 172.9 |75.0| 33-7| 5.6 | 37-5} 5-6 8.3 3.0 
2nd. .|700 | 381.2 | 161.4 | 70.0) 31.5| 5.2 |35.0} 5.2 7-7 2.8 
3rd...|650 | 353-9 | 149.8 | 65.0) 29.2} 4.9 | 32.5] 4.9 7.2 2.6 
4th...|600 | 326.7 | 138.3 | 60.0) 27.0} 4.5 |30.0) 4.5 6.6 2.4 
5th.../550 | 299.5 | 126.8 | 55.0) 24.7|} 4.1 | 27.5] 4.1 6.1 2.2 
6th. ..|500 | 272.3 | 115.3 | 50.0) 22.5| 3.7 | 25.0] 3.7 5.5 2.0 
7th. ..|450| 245.0 | 103.7 | 45.0} 20.2} 3.4 | 22.5} 3.4 5.0 1.8 
8th. ..|400 | 217.8 92.2 | 40.0) 18.0} 3.0 | 20.0) 3.0 4.4 1.6 
gth. ..|350 | 190.6 80.7 | 35-0] 15.7| 2.6 | 17.5] 2.6 | 3.9 1.4 
10th. ..|300 | 163.3 | 69.1 | 30.0 13-5 | 2.3 | 15.0] 2.3 | 3.3 1.2 











Proceeds of Reparation Recovery Acts already in foroe, or of 
systems substituted therefor by agreement with the German Gov- 


ernment, shall be reckoned as deliveries in kind for this purpose. 
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4. The sums received under the Dawes Plan in respect of the 
period 1st April to 31st August 1929, shall, after allowing for ex- 
penses in respect of administration of the Dawes Plan and Armies of 
Occupation, be redistributed to the extent necessary to provide 
each of the Creditor Powers with cover for its net debt outgoings 
during the year ending 31st March 1930. (These outgoings are as 
stated in Part 8 of the Report.) The necessary adjustments for 
this purpose could be made against the payments during the last 
7 months of that year. 

5. It is suggested that the division between the Creditor Govern- 
ments proposed in the present Annex should be accepted as a defini- 
tive settlement of all questions relating to the distribution of German 
payments and should not be affected by any existing arrangements 
or by the result of accounts relating to past transaction. 

On the other hand it is not suggested that the present Plan should 
affect or disturb in any way any existing Inter-Allied agreements 
relating to payments, cessions or deliveries on the part of the Powers 
formerly allied with Germany. It may, however, prove necessary 
to examine any provisions of these agreements under which receipts 
by the Creditor Powers could be accounted for as between themselves 
in terms of German C Bonds in order that they may be given an 
application consistent with their original practical purpose. 

6. The approval of the Report by the Experts of the principal 
Creditor Countries is made formally contingent on this distribution. 


ANNEX VIII.—GUARANTEE FUND IN RESPECT OF 
UNCONDITIONAL ANNUITIES 


1. The Experts of the principal Creditor Governments have 
agreed that there shall be assigned to France out of the uncondi- 
tional annuity 500 million R. M., in order to allow her to mobilise 
a substantial part of her share in the total annuity. 

The aforesaid Experts consider that this assignment should be 
final, and in no case subject to diminution, but should continue to be 
included in the total assigned to France subject only to the alteration 
contemplated in the Special Memorandum signed concurrently with 
the Report of this Committee. 

2. In order to equalise the short payments to other Creditors 
which would arise from a postponement of the postponable portion 
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of the annuity, it was agreed that France should deposit a special 
guarantee fund with the Bank for International Settlements. 


3. On the coming into force of this Plan, France will give to the 
Bank for International Settlements an undertaking to deposit in a 
Trust Fund, on the demand of the Bank for International Settlements, 
foreign currencies to a total value of 500 million R. M. It is under- 
stood that this demand will not be made until action has been taken 
leading to the calling of the Advisory Committee referred to in Part 
8 (e) of the Report. The amount of 500 million R. M. will be reduced 
by the amount of any payments made by France under paragraph 4 
below. The Bank for International Settlements may retain this 
deposit as long as it deems necessary, but shall pay interest on it at 
its maximum current rate for long-term deposits. This deposit, if 
it is agreed that it shall remain for more than § years, shall be 
entitled to participate in the profits of the Bank divisible under 
Section XI, 5 of Annex I. 

4. As soon as mobilisation of any part of the French annuity 
has been effected, France will deduct from the proceeds 10% thereof 
or 500 million R. M., whichever is the less, and will deposit it to the 
credit of the Trust Account of the Bank for International Settle- 
ments referred to in the preceding paragraph. 

5. Upon postponement of transfer of any payment due from 
Germany, the Bank for International Settlements shall take the 
following steps: 

a. offer to the Creditors, other than France, devisen up to the 
amount necessary (but not exceeding 500 million R. M. divided if 
necessary proportionately) to ensure to each of them receipts in 
devisen equal to the amounts they would have received had the 
non-postponable annuity been distributed in the same proportions 
as the total annuity; 

b. debit the Trust Fund set up under paragraph 2 above with the 
amount of devisen actually utilised under § a; 

c. receive from each Creditor, in exchange for devisen accepted 
under § a, an assignment in favour of the Trust Fund of an equivalent 
amount of the annuity, transfer of which has been postponed. 

6. As and when Germany effectively transfers the postponed 
amounts, the Bank will credit to the Trust Fund its share thereof 
in accordance with the assignment in paragraph 5 (c) above. 
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CONCURRENT MEMORANDUM BUT NOT A PART OF 
THE REPORT 


SPECIAL MEMORANDUM OF THE EXPERTS OF THE PRINCIPAL CREDITOR 
POWERS AND OF GERMANY REGARDING OUT-PAYMENTS 


(Signed concurrently with the Report of the Committee of Experts) 
1. In the annuities provided in the Report, the following amounts 
are required to cover out-payments. 
EQUIVALENT IN 
MILLIONS OF R. M. 
965.1 
942.3 
995-4 
1,136.4 
1,199.0 
1,224.9 
er ee 
Bis Wee nce teen stk Shee gue ote ee 
GOL a0 0) moist un deice 2 edn ae nee eee 
ES i. Golan a «Gh aoe at Seed Sheth die eee 
Beets © vltan 8 we le Wie cone ee oy eee 
BB b ck n+. 6, ape 4 | teeteree ny igie lathe eee 
ee es ee eee 
Me cw we ee te sae le ak a 
SPO. ee tt tt oe > 2 et eee eee 
Ore a ee ee 
rh ke ce ae a akan 
BOE lk a OS IN a 
Sai 6 ee ee oe DIS ee 
SEF OR Re fe ed. SO Se 
ME a SE a SO a 
RR, Er a EA 
Be ea ee Ree a alae nt ao ae 
o—. PE rile el ee ba le i A nal ei as ie i ee a 
26. 1,509.4 
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EQUIVALENT IN 
MILLIONS OF R. M. 


a7. 1,504.5 
28 . 1,499.1 
29. 1,506.7 
30 . 1,538.6 
3! 1,515-4 
32 1,525.4 
33'* 1,543.2 
34 . 1,535-0 
35: 1,547-4 
36. 1,546.8 
37 - 1,573-7 
a 1,566.9 
39 . 1,566.1 
40 1,575-9 
4I 1,589.2 
42 1,602.9 
43 . 1,613.1 
44 1,621.5 
45 1,624.9 
46 1,627.6 
47. 1,634.2 
48 . 1,637.9 
49 . 1,644.6 
50. 1,654.7 
51 1,659.6 
S2 . 1,670.5 
53 . 1,687.6 
54... ae Rs sea : : . 1,691.8 
am0Fs.) her ere hee ae | ene ; ae Ge = 
Speri.i yas Sera ee een a A . 1,683.5 
meres. 1. ria GS ok eee : Eig 925.1 
mc. ‘agri Bn e : 931.4 
SG La ln eS OY a ee a exe ee a ee 897.8 


It is represented that in the event of modifications of those ob- 
ligations for out-payments by which the Creditors benefit there should 
be some corresponding mitigation of the German annuities. The 
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Experts of the four chief Creditor Countries and of Germany there- 
fore recommend that Germany and all the Creditor Governments 
having obligations for out-payments should undertake between 
themselves an arrangement on the following basis: 

2. Any relief which any Creditor Power may effectively receive, 
in respect of its net outward payments on account of war debts, 
after making due allowance for any material or financial counter- 
considerations, and after taking into account any remissions on 
account of war debt receipts which it may itself make, shall be dealt 
with as follows: 

As regards the first 37 years: 

a. Germany shall benefit to the extent of two-thirds of the net 
relief available by way of a reduction in her annuity obligations 
thereafter. 

b. One-third of the net relief shall be retained by the Creditor 
concerned, in addition to the amounts otherwise receivable from 
Germany. 

c. Nevertheless, so long as any liability of Germany persists in 
respect of the period after the 31st March 1966, the Creditor con- 
cerned will retain annually only one-fourth part of the net relief, 
the balance being paid to the Bank for International Settlements. 

d. These payments to the Bank for International Settlements 
shall accumulate to assist Germany towards meeting her liabilities 
in respect of the period after the 31st March 1966; any sums found 
after application of the funds provided in Annex I not to be re- 
quired for this purpose (together with the accumulations thereon) 
shall be returned to the Creditor by whom they were provided. 


As regards the last 22 years: 

The whole of such relief shall be applied to the reduction of Ger- 
many’s liabilities. 

3. We recommend that the Creditor Governments should agree 
that, if the operation of the relief to Germany envisaged in respect 
of a possible reduction of net out-payments is such as to change 
materially the proportions in which the total annuities provided for 
in the present Plan are divided amongst them, they meet to consider 
a revision tending towards the restoration of the present proportions, 
but having regard to the following conditions set out below and any 
other relevant factors then existing: 
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a. The service of any bonds mobilised by the Creditor Country, 
and the balance of its net outward payments in respect of war debts 
remaining to be covered must continue to be met out of the share fall- 
ing to it in the annuities thereafter to be paid by Germany. 

b. Due allowance shall be made for any material or financial 
counter-considerations accepted by the Creditor Country in con- 
nection with the relief accorded to it in respect of war debts payments. 


4. It was originally suggested that the amounts of the post- 
ponable annuities should be regulated by reference to the net amounts 
which the various Creditors were themselves able to postpone in 
respect of Inter-Allied war debts, the general conditions therein 
governing postponements to be applied. For various reasons, this 
method of calculation could not be adopted, but endeavour was 
made to adapt the moratorium provisions in such a way that the 
rights granted to Germany should not be greater than those of the 
Creditor Powers. The unconditional part of the annuity has 
therefore been fixed, while guarantees have been provided for the 
remainder. 

Paris, June 7th, 1929. 


FRANCQUI. Dr. Hjalmar SCHACHT. A. PIRELLI. 
GUTT. KASTL. SUVICH. 
E. MOREAU. J. C. STAMP. 


J. PARMENTIER. C. S. ADDIS. 
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FORMER ISSUES OF INTERNATIONAL CONCILIATION DEALING WITH THE 


193. 


199. 


204. 


237: 


REPARATIONS QUESTION 


Documents Regarding the European Economic Situation. 
Series No. III; Correspondence between Germany, the 
Allied Powers and the United States, Relating to Repara- 
tions. Speech of General Smuts in London, October 23, 
1923. 

December, 1923. 

Summary of Part I of the Report of the First (Dawes) Com- 
mittee of Experts. 

June, 1924. 

The Dawes Report on German Reparation Payments, by 
George A. Finch. The London Conference on the Applica- 
tion of the Dawes Plan, by George A. Finch. 

November, 1924. 

The United States and The Dawes Annuities. 

April, 1925. 

The Trend of Economic Restoration Since the Dawes Repara- 
tion Settlement, by E. G. Burland, Member of the Staff 
of the American Section of the International Chamber of 
Commerce. 

December, 1925. 

Memorandum to the German Government from S. Parker 
Gilbert, Agent General for Reparation Payments; Reply 
of the German Government. 

February, 1928. 
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